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Part  1 - Annual  Budget 

1.1  Mayor’s  Budget  Speech 


Budget  Speech  2016/17  for  the  Emthanjeni  Municipality,  delivered  by  the  Mayor,  Clr 
Sipho  T.  Sthonga,  Council  Chambers,  De  Aar,  31  May  2016 

Speaker 

Chief  Whip  of  the  ANC 

Members  of  the  Executive  Committee 

Whip  of  the  Democratic  Alliance 

Councillors 

Municipal  Manager 

Chief  Financial  Officer  and  officials 

Members  of  the  Public 

Media  Houses 

Leadership  from  Political  Parties 
Ladies  and  Gentlemen 


Good  Moming, 

The  budget  speech  I will  deltver  today  comes  a mere  2 months  before  253  municipalities 
including  Emthanjeni  Municipality  will  once  again  be  contested  for  via  municipal  elections.  The 
achievements  of  the  ANC  in  National,  Provincial  and  Local  Government  are  evident  in  all 
corners  of  the  country  and  more  specific  in  the  municipal  areas  of  Emthanjeni  Municipality. 
With  all  these  successes  that  the  ANC  Lead  Council  brought  to  the  communities  of  Emthanjeni 
we  acknowledge  that  we  still  need  to  do  more  for  the  communities. 

The  ANC  is  the  only  organisation  that  continue  to  exist  and  championing  the  struggle  to 
improve  the  lives  of  the  poor  and  the  marginalised  masses  of  our  country. 

As  sphere  of  government  we  have  responsibility  of  responding  to  the  triple  challenge  faced  by 
our  / masses.  We  need  to  contribute  to  the  reduction  of  poverty,  inequality  and  unemployment 
particularly  amongst  the  youth.  We  need  to  address  the  stewed  development  we  inherit  from 
the  Apartheid  regime  and  to  improve  skills  amongst  the  previously  disadvantage  names  of  our 
people. 

Therefore  it  is  very  important  for  me  take  this  opportunity  to  thank  all  parties  concerned  for  a 
very  fruitful  and  progressive  term  in  office  that  was  afforded  to  me  by  the  great  African  National 
Congress. 


I would  like  to  thank  the  ANC  for  the  trust  the  Party  has  shown  in  me  to  allow  me  the 
opportunity  to  take  the  helm  at  Emthanjeni  Municipality,  to  allow  me  to  lead  the  municipality 
with  all  the  challenges  faced  by  us  colleagues  I think  we  did  well.  I would  also  like  to  thank  my 
fellow  councillors  this  might  be  the  last  opportunity  for  me  do  so  as  we  are  unsure  as  to 
whether  we  will  be  returning  for  another  term  in  office,  I say  proudly  colleagues  this  was  the 
best  term  Emthanjeni  Municipality  has  completed.  Clear  examples  of  this  would  be  the 
municipality  moving  away  from  serial  disclaimer  status  given  to  us  by  the  Auditor  General,  the 
best  ANC  run  municipality  in  the  country,  number  9 in  the  country  and  being  the  being  the  best 
run  municipality  within  the  Northern  Cape.  Colleague’s  there  are  a few  municipal  officials 


present  here  but  I would  just  like  to  give  them  all  around  of  applause  in  their  absence  because 
without  the  officials  on  the  ground  this  would  not  be  possible. 

Honourable  Speaker,  Council,  Municipal  Manager,  Directors,  Members  of  the  Public,  please 
allow  me  to  present  my  inaugural  budget  speech  of  the  2016/17  Medium  Term  Expenditure 
Framework. 

This  budget  was  prepared  under  the  back  drop  of  extensive  community  participation  via  the 
Council  Meets  the  people,  Ward  Meetings  and  various  consultative  meetings  with  agricultural 
unions,  non-governmental  organizations,  Sector  Departments,  Community  based 
organizations  to  mention  a few. 

The  foilowing  assumptions  were  crucial  and  determining  factors  during  the  budget 
process  and  the  preparations  of  the  budget. 

> National  Treasury  direction  or  guidelines  on  budget  increases  that  must  be  in  line  with 
the  macro-economic  strategy  as  reflected  in  the  MFMA  Budgetary  Circular  78  and  79. 

> Inflation  is  just  within  the  Reserve  Bank  parameter  of  6%  but  it  does  not  really  reflect 
the  real  price  increases  on  the  ground. 

> NERSA  tariff  increase  guideline  stated  that  municipalities  should  budget  for  increases 
of  7.64%  . The  average  increment  will  be  as  from  01  July  2016  which  , will  not  only 
have  a direct  impact  on  the  sale  and  procurement  of  electricity  but  on  price  hikes  in 
general. 

> The  current  situation  at  ESKOM  is  also  contributing  to  the  uncertainties  and 
uncontrolable  factors  experienced  by  South  Africans  as  a whole. 

> Salary  increases  for  the  next  Financial  Year  are  estimated  at  6%  as  per  SALGBC 
circular. 

> The  macro-  economic  outlook  impacts  not  oniy  directly  on  municipalities  but  forces 
municipalities  to  operate  within  their  budgetary  means.  Expenditure  control  will  be  a 
major  controlling  factor  for  the  years  to  come. 

FORECASTING  OF  REVENUE  AND  EXPENDITURE 

1.REVENUE 

1.1.  RATES  AND  TAXES 

o Tariffs  will  increase  and  decrease  depending  on  the  valuation  of  the  property. 

o Conservatively  an  increment  of  6 % for  properties  is  being  anticipated,  but 
the  main  levy  driver  will  be  the  valuation  of  properties.  Various  categories  of 
properties  are  being  levied  differently. 

1.2.  ELECTRICITY 


o 


Electricity  Tariffs  will  increase  on  a total  average  between  7.6%  for  the  block 
of  0-350  kWh  and  7.64%  for  a consumtion  of  351  and  more  KWh  as  from 


01  July  2016  for  prepaid  and  conventional  electricity  meters.  Final  approval 
for  electricity  tariffs  is  still  outstanding  from  NERSA. 


1.3.  WATER 

o Water  will  increase  by  6 %. 

o All  economically  active  households  received  6kl  of  free  and  will  only  be  levied 
from  the  seventh  kilolitre  of  water. 

o Only  Indigent  Households  will  be  getting  the  first  8000  liters  of  water  free  as  it 
is  included  their  Free  Basic  Services  Basket. 

1.4.  SEWERAGE  AND  REFUSE  REMOVAL 


o Both  Tariffs  will  increase  by  6 %. 


1.5.  SECONDARY  TARIFFS 


o Secondary  Tariffs  will  increase  by  ± 9-10  % for  the  2016/2017  financial  year. 


EXPENDITURE 


2.1  EMPLOYEE  COSTS:  SALARIES  AND  WAGES 

o Salaries  and  wages  has  been  provided  at  an  increment  of  6% 

2.2  EMPLOYEE  COSTS:  BENEFIT  CONTRIBUTIONS 

o A provision  of  an  average  increment  of  6 % has  been  provided 

2.3  REPAIR  AND  MAINTENANCE 

o A provision  of  an  average  increment  of  8 % will  provided.  This  shows 
Council’s  commitment  to  the  maintenance  of  all  assets. 

2.4  BULK  PURCHASES 

o Electricty  purchases  will  increase  on  a weigthed  average  of  7.64  % from  01 
July  2016  and  water  will  increase  on  average  by  6 %. 

2.5  CAPITAL  CHARGES 


2.6 


2.7 


o Capital  Charges  will  increase  due  the  fleet  augmentation  primary 

GENERAL  COSTS 

o A provision  of  an  average  increment  of  8%  will  provided. 

PROVISION  FOR  BAD  DEBTS 

o A provision  of  an  average  increment  of  9%  has  been  provided  on  all 
budgeted  levied  revenue. 


BUDGET  ANALYSIS 


> The  overall  increases  during  the  201 6/201 7 and  201 7/201 8 financial  years 
reflect  an  annual  increment  of  ± 4-6%  and  in  2017/2018  budget  year  an  average 
increase  of  7%  will  be  expected.  This  is  mainly  due  to  the  non-  allocation  of 
Capital  Grant  Funding  as  gazetted  in  the  DORA 

> The  total  tariff  increment  will  be  +-  6%  which  is  in  line  with  the  expectations  of 
National  Treasury.with  the  exception  of  the  electricity  tariff. 

> Electricity  tariff  increments  are  as  per  NERSA’s  guidelines. 

> The  general  tariff  increment  between  6-9%  is  also  in  line  with  the  current 
economic  data  available. 

> The  Budget  is  realistic  and  external  or  macro-economic  factors,  as  well  as 
micro-economic  factors,  were  taken  into  consideration.  However,  the 
Municipality  has  no  control  over  these  macro  conditions  that  impact  very  heavily 
on  the  operations  of  the  Municipality.  These  are  interest  rates,  fuel  prices, 
inflation  rates,  high  food  prices,  unemployment  rate,  and  also  statutory  levies 
imposed  by  National  and  Provincial  Govemments,  etc. 

> The  Budget  is  very  much  driven  by  income  generation  and  also  focusses  on 
building  and  maintaining  infrastructure  development  within  the  Emthanjeni 
Municipality. 

> All  budgeted  income  will  be  realised  through  the  extensive  efforts  that  will  be 
enforced  by  the  officialdom. 

> Strict  expenditure  mechanisms  will  be  enforced  to  ensure  that  the  key  Strategic 
Objectives  of  the  Municipality  are  achieved. 

> Budget  is  in  line  with  the  policies  of  Council,  especially  directed  at  the  poorest  of 
the  poor,  with  the  provision  of  Free  Basic  Services  to  ail  qualifying  Indigent 
Households. 

> Local  Economic  Development  opportunities  have  been  identified  in  order  to 
provide  sustainable  LED  projects  for  the  communities. 

> The  Budget  is  also  biased  towards  the  Indigident  Households  within  the 
Municipality. 

Speaker,  I table  all  the  Budget  related  policies  and  to  Council  for  adoption.  It  includes 
the  Budget  Summary  and 

(i)  Revised  IDP 

(ii)  Revised  Budget  Policy 

(iii)  Revised  Credit  Control  Policy 

(iv)  Revised  Indigent  Policy 

(v)  TariffPolicy 

(vi)  Revised  Rates  Policy 

(vii)  Revised  Customer  Care  Policy 


(viii)  Investment  and  Cash  Management  Policy 

(ix)  Service  Delivery  and  Budget  Implementation  Plan  (SDBIP) 

(x)  Revised  Supply  Chain  Management  Policy 

(xi)  Revised  Asset  Management  Policy 


CONCLUSION 


The  Budget  is  also  income  driven  and  Emthanjeni  Municipality  is  committed  to 
sustainability  and  improvement  of  service  delivery  to  ali  it  residents.  The  various 
initiatives  that  Council  will  be  undertaking  will  mould  and  cement  its  mandate  to 
improve  the  lives  of  all  residents  by  focussing  on  the  poor  and  creating  an  environment 
conducive  to  local  economic  development. 

The  Budget  is  prepared  under  the  imperative  mandate  that  it  is  a realistic  budget. 


1 .1 .1  Extract  of  Council  Budaet 


Resolutions 


RAADSVERGADERIN(3/ 

2oi6/o5/3i  , MaslpfllaeDiyala 

Mumsipale  Bestuurder/Municipal  Manaa 

10.  NUWE  MOSIES  / VOORSTELLE  / NEW MOTIONS / PftO/ttMMNjfihi  tf6mAoinAln  ' 


10.1  FINALE  BEGROTING  EN  HERSIENE  GEINTEGREERDE 

ONTWIKKELINGSPLAN:  FINANSIeLE  JAAR  2016/2017  MTUR  / WnMc®  ™l"  7000 
BUDGET  AND  REVISED INTEGRATED  DEVELOPMENT PLAN:  FINANCIAL 
YEAR  2016/2017  MTEF  (5/1 /1/1 8 & 19/21 


1.  Agtergrond  / Background  

In  Hoofstuk  4 van  die  Wet  op  Munislpale  Flnansiele  Besluur  word  die  munisipale 
begrotlngsproses  duidellk  uiteengesit  en  Artikels  15  tot  27  handel  oordle  Implementering  van 
die  jaarlikse  begrollng. 

Die  Finale  Begroting  vir  2016/17  word  hlermee  aan  die  Raad  voorgelS. 

Artikel  25  en  34  van  Hoofstuk  5 van  die  Stelselswet  bepaal  dat  die  Hersiene  Geintegreerde 
Ontwikkellngsplan  ook  jaarliks  aan  die  Raad  voorgel§  moet  word  vir  goedkeuring. 

Die  Hersiene  Geintegreerde  Ontwikkelingsplan  vlr  2016/17  word  hiermee  aan  die  Raad 
voorgele. 

Chapter  4 of  the  Munlclpal  Flnance  Management  Act  clearly  outttnes  the  municlpal  budget 
process  and  Sectlons  15to27  give  effect  to  the  implementatlon  ofthe  annual  budget. 

The  Final  Budget  for  2016/1 7 Is  hereby  submitted  to  Council. 

In  terms  of  Sectlon  25  and  34  of  Chapter  5 o f the  Systems  Act  the  revised  Integrated 
Development  Plan  must  alsa  be  submitted  to  the  Council  annually  for  approval. 

The  Revised  Integrated  Development  Plan  for  2016/17  is  hereby  submitted  to  Council 


2.  Regsimplikasies  / Legat  Implfcatlons 


Daar  is  voldoen  aan  die  bepalings  van  dfe  betrokke  artikels  in  die  WMFB  en  die  Stelselswet. 

Die  Konsepbegroting  en  Hersfene  GOP  vir  2016/17  is  vir  21  dae  geadverteer  vir  openɓare 
kommentaar  in  die  plaaslike  koerant,  op  die  murtlsipale  webtulste.  by  biblioteke  en  die 
munisipale  kantore.  Geen  kommentaar  is  ontvang  rakende  die  konsep  begroting  nie. 

The  provtsions  of  the  relevant  sections  of  the  MFMA  and  Municlpal  Systems  Act  were  complied 
with. 

The  Draft  Budget  andRevised  IDP  for  2016/17  was  advertised  for  21  days  for  public  comment 
in  the  local  newspaper,  on  the  municipal  website,  at  libraries  and  the  municipal  offices.  No 
Comments  were  received  in  connection  with  the  Draft  Budget. 
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_3.  Finansiele  Impllkasles  / Financial  Implicatlons 

dteWMra.'6  ^ 201 ' 81 ^ 1 «■«  m«  *>  9»«l9«l<eurt  0 


A Vgoigestelde  Aanbevellng  / Proposed  Recommendatlon 

Dat  die  Raad  die  volgende  goedkeun 
1.  Begrotingsrede  van  die  Burgemeester. 

1.1  Die  Begrotlng  vir  Totale  Inkomste  vir  201 6/201 7 wat  R240  039  454  bedra. 

1.2  Die  Begroting  vir  Totale  Kapitaal-  en  Bedryfsultgawes  vir  2016/2017  wat  R244  560  781 

?fd.r.a'  asook  aanduidende  totale  bedrae  vir  die  tydperk  van  die 
Mediumtermynuitgaweraamwerk:  y H n a B 

1 .2.1  Begroting  vir  Bedryfsuitgawes  wat  R223  821  534  bedra. 

1.2.2  Begroting  vir  Kapitale  Uitgawes  wat  R20  739  247  bedra! 

1.2.3  Aanwendingsbegrotingsposte  volgens  die  regering  se  finansiele 
statistiek-funksies. 

1 .3  Verhoging  van  tariewe  soos  per  tariefskedule 
(i)  Elendomsbelasting 

(il)  Elektrisiteit 

(iii) Water 

(iv)  Vullisverwydering 

(v)  Riolering  / Sanitasie 

(vi)  Sekondere  Tariewe 

1.4  Die  Dienslewerings-  en  Begrotingsimplementeringsplan  (DLBIP)  vir  elke 
drrektoraat,  dit  wil  se  Munisipale  Bestuurder,  Korporatiewe  Dienste, 

Finansiele  Dlenste,  Gemeenskapsdlenste  en  Infrastruktuurdienste  soos 
uiteengesit  in  elk  van  die  Sleutelprestasiemetingsaanwysers  wat  gekoppel  is 
aan  die  Sleutelprestasie-areas.  a 

^ ^ mm'n^  van  d*e  Hej-siene  Geintegreerde  Ontwikkelingsptan  vir 
2016/2017  wat  gekoppel  is  aan  die  begroting  soos  uiteengesit  in  die 
KgPlfolbegroting  en  Bedryfsbegroting.  EMTHANJENl  MuniClpallty 

Masipala  eDiyaia  J 

Munisipale  Bestuurder/Municlpal  Manager 
thlKamaaipala 
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2.  Ander  begrotingsverwante  dokumente: 

(a)  Begrotingsimplementeringsbeleid 

(b)  Hersiene  Elendomsbelastingsbeleid 

(c)  Hersiene  Kredietbeheer-  en  Skuldlnvorderingsbeleid 

(d)  Klientediensbeleid 

(e)  Hersiene  Behoeftigheidsbeleid,  tesame  met  die  begroting  vir  gesubsideerde  gratis 
dienste  soos  water,  elektrisiteit,  vullisverwydering  en  riotering 

(f ) Hersiene  T ariefbeleid  vir  water,  elektrisiteit  en  ander  munisipate  dienste 

(g)  Beleggingsbeleid  en  Beleggingskedule 

(h)  Hersiene  Beleid:  Voorsieningskanaalbestuur 

(i)  Hersiene  Beleid:  Reis-  en  Verblyf 
())  Batebestuursbeleid 

(k)  ander  sake  soos  voorgeskryf  word  in  Artikel  17(1  )(a-e) 

■ T abel  van  toekennings  en  subsidies  Ingevotge  die  Wet  op  Verdeling  van  Inkomste 
• Voorgestelde  vergoedingsuitgawes  per  label  vir- 

(a) (i)  Raadslede 

(ii)  Burgemeester 

(iii) Speaker 

(iv) Lede  van  dle  Uitvoerende  Komltee 

(v)  Ander  gewone  Raadslede 

(b)  (i)  Munisipale  Bestuurder 

(ii)  Hoof-  Finansiele  Beampte 

(iii)  Direkteur:  Korporatiewe  Dienste 

(iv)  Direkteur  Gemeenskapsdienste 

(v)  Direkleur:  Infrastmktuurdienste 

(vi)  Ander  Artikel  56-bestuurders 

That  tha  Council  approve: 

1.  The  Mayor's  Budget  Speech. 

1.1  The  Total  Revenue  Budget  for  2016/2017  amountlng  to  R240  039  454 

1. 2 The  Total  Capital  and  Operating  Budget  for  2016/201 7 amountlng  to 

R244  560  781  and  also  mdicative  total  amounls  for  Medium  Term  Expenditure  Framework:  \ 

1. 2. 1 Operating  Budget  amounting  to  R223  821  534 

1.2.2  Capital  Budget  amounting  to  R20  739  247 

1.2.3  The  appropriation  votes  as  per  Government  Finance  Statistics  (GF) 

Functions 


1.3  Increase  in  tariffs  as  oer  tariff  schedule 


Munisipalitejt  EMTHANJENI  Municipality 

MattpalagBiyala  1 

Munisipale  Bestuurder/Municipal  Manager 
Umphathi  Kamasipala 
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(7/  Rates  and  Taxes  ~ 

(ii)  Electricity 
(lii)  Water 

(iv)Refuse 

(v)  Sewerage  / Sanitation 

(vi)  Secondary  Tariffs 

1.4  The  Services  Delivery  and  Budget  Imptementation  Plan  (SDBIP)  for  each 
directorate  i.e.  Municlpal  Manager,  Corporate  Services,  Financial  Services, 

Community  Services  and  Infrastructure  Services  as  set  out  In  each  of  the  key 
performance  measurement  indicators  which  are  aligned  to  the  Key  Performance 

Areas. 

1.5  A Summary  ofthe  Revised  Integrated  Development  Plan  for  2016/2017,  which 
is  iinked  to  the  budget  as  outlined  in  the  Capital  Budget  and  Operating  Budget. 

Z Other  budget-related  documents: 

(a)  Budget  Implementatian  Pollcy 

(b)  Revised  Property  Rates  Policy 

(c)  Revised  Credit  Control  andDebt  Collection  Policy 

(d)  Customer  Care  Policy 

(e)  Revised  Indigent  Policy,  together  with  the  budget  'or  subsidized  free  basic  services  such 
as  water,  electricity,  refuse  and  sewerage 

(f)  Revised  Tariff  Policy  for  water,  electricity  and  other  municipat  services 

(g)  Investment  Policy  and  Schedule  of  Investments 

(h)  Revised  Supply  Chain  Management  Policy 

(i)  Revised  Subsistence  and  Travel  Policy 

(j)  Asset  Management  Policy 

(k)  other  matters  as  prescribed  in  Section  17(1)(a-e) 

• Grants  and  subsidies  schedule  according  to  Divlsion  of  Revenua  Act  (DORA) 

• Proposed  remuneration  expenditure  as  per  schedule  for- 

( a ) (i)  Councillors 

(ii)  Mayor 

(iii)  Speaker 

(iv)  Members  of  Executive  Committee 

(v)  Other  Ordinary  Councillors 


(b)  (I)  Municipal  Manager 

(ii)  Chief  Financial  Officer 

(iii) Directar  Corporate  Services 

(iv) Director:  Community  Services 

(v)  Director:  Infrastructure  Services 
fvi)Other  Section  56  managers 


nflunisipallteit  EMTHANJENI  Municipality 
, Masipala  eDiyala 
Mumsipale  Bestuurder/Municipal  Managar 
Umphathj  Kamasipala 
1342  DeAar  7000 


Munisipaliteit  EMTHANJENI  Municipality 
Masipata  eOiyala 

Munisipale  Bestuurder/Municipal  Manager 
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5.  Kommentaar  deur  die  Rekenpllgte  Beampte  / Artikel  82  van  die  Strukturewet  & Artikel  60 
van  die  Wet  op  Munisipaie  Finansiele  Bestuur  / Comments  by  the  Accountlng  Officer  / 
Sectlon  82  ofthe  Structures  Act  & Sectian  60  ofthe  MFMA 


Oie  Raad  moet  die  Begroting,  Begrotingsbeleide  soos  hierbo  genoem  en  die  Hersiene 
Geintegreerde  Ontwikkelingsplan  vir  2016/2017  goedkeur. 

Council  must  approve  the  Budget,  Budget  Pollcies  set  out  above  and  the  Revised  Integrated 
Development  Plan  for  2016/201 7. 


6.  Aanhangsel  / Attachment 


1 . Hersiene  Geintegreerde  Ontwikkelingsplan  vir  2016/2017  (Opsomming)  word  aangeheg  as 
RV  1 tot  RV  6. 

2.  Bedrysbegroting  vir  tnkomste  en  Uitgawe  vir  2016/2017  volgens  funksionele  klassifikasie 
(Opsommingsverslag)  word  aangeheg  as  RV  7 tot  RV  26. 

3.  Kapitaalprogram  word  aangeheg  as  RV  27  tot  RV  46. 

4.  Skedule  van  Raadslid  Toeiae  en  Senior  Bestuursvergoeding  word  aangeheg  as  RV  47  tot 
RV86. 

5.  Skedule  van  Beraamde  Tariewe  word  aangeheg  as  RV  87  tot  RV 103. 

6.  Begrotingsimplementeringsbeleid  word  aangeheg  as  RV 104  tot  RV 132. 

7.  Hersiene  Eiendomsbelastingsbeleid  word  aangeheg  as  RV  133  tot  RV  157. 

8.  Hersiene  Kredietbeheer-  en  Skutdinvorderingsbeleid  word  aangeheg  as  RV 158  tot  RV 169. 

9.  Klientediensbeleid  word  aangeheg  as  RV 170  tot  RV 188. 

10. Hersiene  Behoeftigheidsbeleid  en  begroting  vir  gratis  basiese  dienste  word  aangeheg  as 
RV 189  totRV  199. 

1 1 . Hersiene  Tariefbeleid  word  aangeheg  as  RV  200  tot  RV  214. 

12. Beleggingsbeleid  en  beleggingskedule  word  aangeheg  as  RV  215  tot  RV  235. 

13. Hersiene  Beleid:  Voorsieningskanaalbestuur  word  aangeheg  as  RV  236  tot  RV  304. 

1 4.  Hersiene  Beleid:  Reis-  en  Verblyf  word  aangeheg  as  RV  305  tot  RV  31 3.  i 

1 5.  Batebestuursbeleid  word  aangeheg  as  RV  314  tot  RV  355. 

16.  Begrotingsopsomming  word  aangeheg  as  RV  356  tot  RV  364. 

17.  Begrotingsaannames  word  aangeheg  as  RV  365  tot  RV  370. 

18.  Sleutelbegrotingskwessies  word  aangeheg  as  RV  371  tot  RV  375. 

1.  Revised  Integrated  Development  Plan  for  2016/2017  (Summary)  is  attached  as  RV  1 to 

RV6. 

2.  The  Operating  Income  and  Expenditure  for  2016/2017  by  Classiftcation  (Summary  Report)  i 

is  attached  as  RV  7 fo  RV  26.  > 

3.  Capital  Programme  is  attached  as  RV  27  to  RV  46.  \ 
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4.  Schedule  of  Councillor  Allowances  and  Senior  Managemeiit  Remuneration  is  attached  af 
RV  47  to  RV  86. 

5.  Schedule  of  Estimaled  Tariffs  Is  attached  as  RV  87  to  RV 103. 

6.  Budget  Implementatlon  Policy  is  attached  as  RV 104  to  RV 132. 

7.  Revised  Property  Rates  Pollcy  is  attached  as  RV 133  to  RV 157. 

8.  Revised  Credit  Control  and  Debt  Collection  Policy  is  attached  as  RV 158  to  RV 169 

9.  Customer  Care  Policy  ts  attached  as  RV 170  to  RV 188. 

1 0.  Revised  Indigent  Policy  and  budget  for  free  basic  services  is  attached  as  RV 189  to  RV 199 

1 1.  Revised  TariffPolicy  is  attached  as  RV 200  to  RV  214. 

1 2.  Investment  Policy  and  Schedule  of  Investments  is  attached  as  RV  215  to  RV  235. 

13.  Revised  Supply  Chain  Management  Pottcy  is  attached  as  RV  236  to  RV  304. 

14.  Revised  Subsistence  and  Travel  Policy  is  attached  as  RV 305  to  RV  313. 

15.  Asset  Management  Policy  is  attached  as  RV  314  to  RV  355. 

1 6.  Executive  Budget  Summary  is  attached  as  RV  356  to  RV  364. 

1 7.  Budget  Assumptions  is  attached  asRV365toRV  370. 

1 8.  Key  Budget  Issues  is  attached  as  RV  371  to  RV 375. 


7.  Besluit  van  dje  Raad  / Resolution  of  Council 


Dat  die  Raad  die  volgende  goedkeur: 

1.  Begrotingsrede  van  die  Burgemeester. 

1*3  Die  Begroting  vir  Totale  Inkomste  vir  2016/2017  wat  R240  039  454  bedra. 

1.4  Die  Begroting  vir  Totale  Kapitaal-  en  Bedryfsuitgawes  vir  2016/2017  wat  R244  560 
781  bedra,  asook  aanduidende  totale  bedrae  vir  die  tydperk  van  dle  i 
Mediumtermynuitgaweraamwerk: 

1.2.1  Begroting  vir  Bedryfsuitgawes  wat  R223  821  534  bedra. 

1.2.2  Begroting  vir  Kapitale  Uitgawes  wat  R20  739  247  bedra. 

1.2.3  Aanwendlngsbegrotingsposte  volgens  die  regering  se  flnansiele 
statistiek-fu  n ksies. 


1.3  Verhoging  van  tariewe  soos  per  tariefskedule 


(i)  Eiendomsbelastlng 

(ii)  Elektrisitelt 

(iii)  Water 

(iv)  Vullisverwydering 

(v)  Riolering  / Sanitasle 

(vi)  Sekondere  Tarlewe 


F/iunisipaliteit  EMTHANJENI  Municipality 
Masipala  eDiyata 

Munisipale  Bestuurder/Municipal  Manager 
UmphathiKamasipala 
042  DeAar  7000 
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1.4  Die  Dlenslewerings-  en  Begrotingsimplementeringsplan  (DLBIP)  vir  elke 
direktoraat,  dit  wil  se  Munisipale  Bestuurder,  Korporatlewe  Dlenste, 

Finansiele  Dienste,  Gemeenskapsdienste  en  Infrastruktuurdienste  soos 
uiteengesit  in  elk  van  die  Sleutelprestasiemetlngsaanwysers  wat  gekoppel  is 
aan  die  Sleutelprestasie-areas. 

1.5  ‘n  Opsomming  van  die  Hersiene  Geintegreerde  Ontwikkelingsplan  vir 
2016/2017  wat  gekoppel  is  aan  die  begroting  soos  uiteengesit  in  die 
Kapitaatbegroting  en  Bedryfsbegroting. 

2.  Ander  begrotlngsverwante  dokumente: 

(l)  Begrotingsimplementeringsbeleld 

(m)  Hersiene  Eiendomsbelastlngsbeleid 

(n)  Hersiene  Kredietbeheer-  en  Skuldinvorderingsbeleid 

(o)  Klientediensbeleid 

(p)  Hersiene  Behoeftlgheidsbeleid,  tesame  met  die  begrotlng  vir  gesubsideerde 
gratis  dlenste  soos  water,  elektrisiteit,  vullisverwydering  en  riolering 

(q)  Hersiene  Tariefbeleid  vir  water,  elektrisiteit  en  ander  munisipale  dienste 

(r)  Beleggingsbeleid  en  Beleggingskedule 

(s)  Hersiene  Beleid:  Voorsieningskanaalbestuur 

(t)  Hersiene  Beleid:  Reis-  en  Verblyf 

(u)  Batebestuursbeleid 

(v)  ander  sake  soos  voorgeskryf  word  in  Artlkel  17  (1)(a-e) 

• Tabel  van  toekennings  en  subsldies  ingevolge  die  Wet  op  Verdeling  van 
Inkomste 

• Voorgesteide  vergoedingsuitgawes  per  tabel  vir- 

(c)  (i)  Raadslede 

(ii)  Burgemeester 

(iii) Speaker 

(iv) Lede  van  die  Uitvoerende  Komitee 

(v)  Ander  gewone  Raadslede 

(d)  (I)  Munislpale  Bestuurder 

(ii)  Hoof-  Finansiele  Beampte 

(iii)  Direkteur:  Korporatiewe  Dienste 

mSSSSH  SSSSSSSSS^  EHTHANJENI  MuJdpaiy 

(vi)  Ander  Artikel  56-bestuurders  MflSip8l9  sDiystS 

Munisipale  Bestuurder/Municipai  Manager  , 
Voorgestel:  Raadsiid  NS  Thomas  Umphdthi  Kaitiasipala  i 

Gesekondeer:  Raadsiid  GL  Nyl  5349  De  Aar  7000  
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That  the  Councit  approves: 

1.  The  Mayor’s  Budget  Speeoh. 

1.3  The  Total  Revenue  Budget  for  2016/2017  amounting  to  R240  030  454 

1.4  The  Total  Capltal  and  Operatlng  Budget  for  2016/2017  amountlng  to 

R244  560  781  and  also  indicative  total  amounts  for  Medium  Term  Expenditure 
Framework: 


1.3 


1.2. 1 Operating  Budget  amounting  to  R223  821  534 

1.2.2  Capital  Budget  amounting  to  R20  739  247 

1.2.3  The  appropriation  votes  as  per  Go vernment  Finance  Statistlcs  (GF) 

Functions  Munisipaliteit  EMTHANJENI  Municipality 

Masipala  eDiyala 

Munisipale  Bestuurder/Municipal  Manager 
Umphathi  Kamasipala 


Increase  in  tariffs  as  per  tariff  schedule 
(i)  Rates  and  Taxes 
00  Eiectridty 


( iii ) Water 

(iv) Refuse 

(v)  Sewerage  / Sanitation 

(vi)  Secondary  Tariffs 


042  DeAar  7000 


1.4  The  Services  Dellvery  and  Budget  Implementation  Plan  (SDBIP)  for  each 
directorate  i.e.  Municipal  Manager,  Corporate  Services,  Financial  Services, 
Communlty  Services  and  Infrastructure  Services  as  set  out  in  each  of  the'key 
performance  measurement  Indicators  which  are  aligned  to  the  Key  Performance 


1.5  A Summary  ofthe  Revised  Integrated  Development  Plan  for  2016/2017,  which 
is  Imked  to  the  budget  as  outlined  in  the  Capital  Budget  and  Operating  Budget 

2.  Other  budget-related  documents: 

(a)  Budget  Implementation  Policy 

(b)  Revised  Property  Rates  Pollcy 

(c)  Revised  Credit  Controi  and  Debt  Collection  Policy 

(d)  Customer  Care  Policy 

(e)  Revised  Indigent  Policy,  togetherwith  the  budgetfor  subsidized  free  basic  services 

such  as  water,  electricity,  refuse  andsewerage 

(f)  Revlsed  TariffPoHcy  for  water,  eiectrlcity  and  other  municipal  services 

(g)  Investment  Pallcy  and  Schedule  of  Investments 

(h)  Revised  Supply  Chain  Management  Pollcy 

(i)  Revised  Subslstence  and  Travel  Policy 

(j)  Asset  Management  Pollcy 

i /Aj  o therjnatters  as  p rescnbed  in  Section  17(1)(a-e)  
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• Grants  and  subsidies  scheduie  according  to  Division  of  Revenue  Act 
(DORA) 

• Proposed  remuneration  expenditure  as  per  schedule  for- 

(c)  ( i ) Councillors 

(ii)  Mayor 

(iii)  Speaker 

(iv)  Members  of  Executive  Committee 

(v)  Other  Ordinary  Counciliors 

(d)  (i)  Munidpal  Manager 

(ii)  Chief  Financial  Officer 

(iii) Director:  Corporate  Services 

(iv) Director:  Community  Services 

(v)  Director:  Infrastructure  Services 

(vi) Other  Sectlon  56  managers 

Proposed:  Councilior  NS  Thomas 
Seconded:  Councilior  GL  Nyi 


VOORSITTER  / CHAiRPERSON 


3olh  Q(=>‘  iS> 


OATUM  / DATE 


OOQI^bqzp^ 

•"••SSSKw,- 


Executive  Summarv 
Budaet  2016/2017  MTEF 


INTRODUCTION 

The  2016/2017  MTEF  Budget  has  been  prepared  from  the  view  point  of  a zero-budget 
basis.  During  the  budgeting,  a mixed  budgeting  approach  of  zero-base,  Incremental  and 
ABC  method  was  employed  to  reach  the  final  budgeted  amounts. 

A deepty  conservative  approach  has  been  applied  during  the  process.  The  cost  of 
rendering  the  services  and  the  reaiization  of  cash  revenue  were  key  drivers  of  the 
budget. 

The  Budget  drivers  should  manage  these  votes  effectively.  Proper  planning  and 
development  is  of  the  utmost  importance.  We  must  do  more  with  the  little  we  have.  Real 
financiai  and  fiscal  discipline  is  needed  for  the  execution  and  realization  of  the  MTEF 
Budget. 

A.  CAPITAL  BUDGET 

IDP  and  linkaae  oflDP  to  budaet 


4\ 


Emthanjeni  Municipality’s  total  direct  Draft  Capital  Budget  for  2016/2017  financial  year 
amounts  to  R20  739  247. 

The  current  linkage  of  the  IDP  to  the  budget  amounts  to  R58  642  247,  which  includes  grants- 
in-  kind  of  R37  903  000,  over  which  the  Municlpality  has  no  control. 

The  total  is  broken  down  as  follows: 

1.  Capital  Grants  R13  905  250 

1.1  Municipal  Infrastructure  Grant  R10  905  250 

1 .2  Integrated  National  Electricity 

Programme  (INEP)  R 3 000  000 

2.  Own  Capital  Funding  R 6 833  997 

2.1  Resealing  and  construction  of  new  streets  R2  800  000 

-will  be  financed  from  surplus  internal  funding 

2.2  Machinery  and  Equipment  amounting  to  R 962  765 

2.3  Building  Renovations  R 643  370 

2.4  Prepaid  Electricity  Meters  R 600  000 

2.5  Grap  Compliance/SCOA  Readiness  R1  305  668 

2.6  Vehicles  R 220  000 

2.7  Other  smaller  Capital  Items  R 302194 

3.  Borrowed  Capital  R0 

4.  CAPITAL  GRANTS-IN-KIND  R37  903  000 

4.1  Regional  Bulk  Infrastructure  Grant 

(RBIG)  Water  R1 5 000  000 

4.2  Eradication  of  the  Bucket  System  R22  903  000 


These  grants  are  administered  by  the  Department  of  Water  and  Sanitation.  The  grant  amounts  have 
decreased  over  the  years.  The  majority  ofgrants  allocated  over  the  past  financial  years,  never  realized  or 
were  taken  away  ornot  spent.  These  grants  should  directly  be  ailocated  to  Emthanjeni  Municipality  so  that 
the  Municipality  can  administer  these  grants  directly.  Emthanjeni  Municipality  has  no  control  over  the 
spending  or  realizatlon  ofthese  grants. 


B.  OPERATING  BUDGET 


1 . Budqeted  Income 


1.1.  Total  expected  Net  Rates  Income  will  be  R 30  665  305 


-Rates  will  be  levied  on  the  market  value  of  properties  as  per  our  municipal  valuation  roll. 
-The  Amendment  MPRA  played  a crucial  role  in  calculating  the  net  revenue 
-New  property  categories,  such  solar  renewable  energy,  have  been  levied  for  the  first  time 
on  01  July  2015. 

- Agricultural  properties  will  be  levied  according  the  ratio  of  1 :0,25  as  per  MPRA.  Further 
rebates  will  be  granted  to  agricultural  property  owners  according  to  the  Rates  Policy. 
-Vacant  property  and  Renewai  Energy  Property  have  their  own  tariffs. 

1.2  Other  Levied  Services  contribute  almost  R114  241  258  to  budgeted  income 

1.2.1  -Electricity  amounts  to  R57  925  365 

1.2.2  -Water  amounts  to  R27  952  647 

1 .2.3  -Sewerage  amounts  to  R17  968  115 

1.2.4  -Refuse  removal  amounts  to  R10  277  230 

1.2.5  -Other  service  charges  amount  to  R117  901. 

1 .3  Fines  will  be  budgeted  for  at  gross  amounts  of  R6  942  895 

1.4  Licenses  and  permits  will  be  R2  508  232 

1 .5  Rental  of  facilities  and  equipment  will  contribute  expected  income  of  R785  723 

1 .6  Interest  Income  will  be  R1  759  690 

1.6.1  External  Investments  amount  to  R805  600 

1.6.2  Interest  charged  on  arrear  accounts  amounts  to  R954  090 

1.7  Operating  Grants  and  Subsidies  amount  to  R41  210  000 


1.7.1  -Equitable  Share 

1.7.2  -ES:  Councillor  Remuneration 

1.7.3  -Finance  Management  Grant 

1.7.4  -EPWP 

1 .7.5  -Primary  Health  Subsidy 

1.7.6  -Sport  Arts  & Culture:  Library  Development 


R33  570  000 
R 2 627  000 
R 1 625  000 
R 1 000  000 
R 1 227  000 
R 1 161  000 


Since  the  Municipal  Systems  Grants  have  been  allocated  to  the  Provincial  Government, 
COGSHTA,  we  will  re-assess  our  Shared  Service  Agreement  with  Pixley  ka  Seme  District 
Municipality.  This  is  important  as  the  Shared  Service  Accounts  have  been  paid  from  the  MSIG 
that  the  Municipality  has  received  over  the  years. 

1.8  Other  Budgeted  Revenue  R27  194  751 


-Prepaid  Electricity  Sales  of  R26  209  506  are  included  in  the  other  budgeted/revenue. 


1.9  Gain  from  disposal  of  property,  plant  and  equipment  amounts  R129  600. 
The  Total  Budgeted  Revenue  (Income)  for  the  2016/2017  financial  year  is 
R240  039  454.  The  total  budgeted  income  consists  of 


1.9.1  Capital  Grants 

1 .9.2  Operating  Grants  and  Subsidies 

1 .9.3  Borrowed  Capital 

1 .9.4  Own  generation  of  budgeted  income 


R 14  602  000 
R 41  210  000 
R 0 

R 184  227  454 


There  is  an  increase  in  total  budgeted  income  of  between  7.5%  and  8.1  % in  comparison 
with  the  previous  year. 


The  main  reasons  for  the  increase  are: 


(i)  AII  tariffs  for  Rates  and  Taxes  will  increase  very  conservatively  by  6%  in 

comparison  with  the  previous  financial  year.  The  Levying  of  Solar  Plants 
and  other  forms  of  Renewable  Energy  Properties  contributed  to  the 
budgeted  revenue  increases. 

(ii)  All  tariffs  for  Water,  Sewerage  and  Refuse  will  increase  very  conservatively 

by  6%  in  comparison  with  the  previous  financial  year. 

(iii)  Electricity  tariffs  will  be  increased  on  average  by  7.64%  but  NERSA’s  final 

approval  is  awaited  and  will  have  an  impact  on  the  final  tariffs. 

(iv)  A very  cautious  and  conservative  approach  was  followed  during  the  budget 

preparations.  The  current  payment  patterns  of  consumers  played  a crucial 
role  in  our  budget  approach. 

(v)  The  Anticipated  Budgeted  Revenue  for  the  majority  of  services  has 

increased  very  marginally  and,  in  some  cases,  decreased  from  the 
previous  year.  This  relates  to  the  current  economic  conditions  that  prevail 
globally,  nationally  and  within  Emthanjeni  Municipality. 

The  general  increment  of  service  tariffs  and  levies  was  followed  as  per  IUIFMA 
guidelines. 

The  capital  budget  was  divided  between  direct  allocations  that  Emthanjeni  Municipality 
will  receive.  The  “Grants-in-Kind”  are  not  administered  or  controlled  by  the  Municipality 
hence  they  do  not  really  form  part  of  our  Final  Budget.  However,  for  completeness  it  is 
mentioned  in  the  summary. 

(vi)  The  general  apathy  by  the  consumers  towards  non-payment  for  municipal 
services  was  considered  when  tariff  increments  were  determined.  The 
affordability  was  also  a determing  factor  when  tariff  increases  were 
calculated.  In  the  end,  the  cost  of  rendering  the  service  outweighed  all 
these  important  influences. 

Continuous  credit  control  mechanisms  and  the  enforcement  of  credit 
control  policies,  together  with  all  budgetary  policies,  cannot  be 
emphasized  enough  as  it  will  impact  negatively  or  positively  on  the 
operations  of  the  Municipality. 

The  Budget  has  been  prepared  on  the  basis  of  sustainable  delivery, 
financial  viability  and  cost  effectiveness  to  render  municipal  services  to 
its  communities,  residents  and  consumers  on  an  ongoing,  sustainable 
and  uninterrupted  basis. 


2.  Expenditure 

2.1  Salary  and  wages 

-The  total  salaries  and  benefit  contributions  for  the  year  amount  to  R69  837  719 
(R66  803  570  in  2015/2016) 

-Annual  increase  of  6 % has  been  provided  as  per  Collective  Wage  Agreement  as  per 
SALGBC. 

-The  total  salary  package  includes  the  salary  of  all  the  current  personnel  and  some  vacant 
positions.  Not  all  posts  on  the  approved  organogram  have  been  budgeted  for  in  the  2016-2017 
financial  year.  If  we  have  to  budget  for  all  the  positions,  our  salary  budget  will  take  up  more 
than  70%  of  the  municipal  operating  budget 

-Efficient  and  effective  alignment  of  staff,  should  to  be  undertaken  to  ensure  overall  productivity 
of  staff  within  the  Municipality. 

The  salary  budget  needs  to  be  monitored  as  we  must  really  assess  the  current  staff  and 
positions.  The  productivity  of  staff  needs  to  be  prioritized  as  much  more  work  must  be  done  on 
this  issue.  - 

-The  salary  percentage  of  the  Operating  Budget  is  32%  and  of  the  Total  Capitai  and 
Operating  Budget  is  +/-  29% 

2.2  Councillor  Remuneration 

-Councilor  remuneration  amounts  to  R5  046  248  (R4  579  928  in  2015/2016). 

-Councillor  remuneration  received  an  increase  of  7.5%  on  the  current  Public  Officers  Bearers 
Act,  dated  December  201 5. 

-the  Councillor  remuneration  percentage  to  the  total  capital  and  operating  budget  is  +/- 1 .6% 

The  total  salaries  and  wages,  benefit  contributions  and  councillor  remuneration  is  26%  in 
relation  to  the  total  capital  and  operating  budget. 

2.3  Provision  for  Bad  Debts,  Working  Capital  Reserve  decreases  to  R8  900  685 
(R10  229  410  2015/2016). 

2.4  Net  Impairment  of  assets  & depreciation  estimated  at  R7  336  936 
(R9  248  185  in  2015/2016) 

2.5  Other  materials/Repairs  and  Maintenance  total  estimates  are  R16  770  984 
(R16  618  102  in  2015/2016)  which  is  divided  between  Materials  and  Contracted 
Services. 

2.6  Contracted  Services  costs  are  budgeted  at  R9  845  845 

(R10  329  392  in  2015/2016) 

2.7  Capital  Charges  for  interest  on  loans  amounts  to  R5  468  355 

(R3  555  663  in  201 5/2016).  The  main  reason  for  the  almost  200%  increase  is  due  to 
the  augmentation  of  the  fleet  that  will  cover  the  full  maintenance  lease  agreement. 

2.8  Bulk  Purchases  for  Water  and  Electricity  amounts  to  R57  122  6233 

(R  53  094  484  in  2015/2016).  This  increase  represents  mainly  the  Eskom’s  tariff 
increment  of  8%  as  stated  in  the  MFMA  Circular  issued  by  National  Treasury.  The 
issue  of  the  remuneration  of  farmers  for  the  mining  of  water  whether  through  access 
or  damage  should  be  finalised  before  the  end  of  the  current  financial  year.  An 
equitable  damage  cost  for  all  farmers  should  be  determined  and  concluded  before 
the  end  of  30  June  2016. 


2.9  Operating  Grants  and  Subsidy  expenditure  amounts  to  R11  508  854 

(R11  661  951  in  2015/2016),  which  is  mostly  spent  on  the  Indigent  Households  for 
the  subsidized  free  basic  services  provided  to  approved  Indigent  Households. 

2.10  Capital  Grants  payments  amount  to  R13  905  250.  These  amounts  are  mainly 
recognized  on  the  income  side  and  also  on  the  expenditure  side  but  exclude  the 
employee  costs  of  the  PMU  unit. 

2.1 1 Capital  projects  that  are  financed  from  own  funds  amount  to  R6  833  997 
(R6  330  541  in  2015/2016). 

2.12  The  ward  projects  are  financed  from  the  repair  and  maintenance  category  of 
R2  400  000.  Each  ward  has  an  allocation  of  R300  000. 

2.13  Other  expenditure  amounts  to  R29  980  893  (R27  852  455  in  2015/2016)  and  includes 
some  of  activities  that  will  take  place  amongst  others: 


-Employee  Wellness 

R1  520  000. 

-Audit  Fees 

R3  321  530 

-Telephone 

R 958  938 

-Departmental  Accounts  (Water,  Electricity,  Street  lighting,  etc.) 

R4  018  518 

-Fuel  and  Oil 

R3184  333 

-General  Valuation  Costs 

R1  950  000 

-Insurance 

R1  561  993 

-Subsistence  and  Travel 

R1  433  669 

-SALGA  Membership 

R 715176 

-Electrical  Rural  Pump  Costs  for  Water  provision 

R1  908  729 

-Postage 

R 332  161 

-Stationery  and  Printing 

R 857  506 

-Skills  Development  and  Training 

R 425  438 

-Security  Services 

R 2 800  000 

The  major  types  of  expenditure  have  been  decreased  in  relation  to  the  previous  year.  A 
marginal  increment  was  allocated  for  those  expenditure  types  that  increased.  Real 
budget  austerity  measures  are  being  introduced  to  monitor  expenditure.  Proper 
planning  must  be  the  order  of  the  day  when  it  comes  to  spending.  The  "NICE  TO 
HAVES " procurement  must  be  stopped  or  eliminated  as  it  will  not  assist  the  current 
plans  and  reserves, 

Strict  control  mechanisms  must  be  enforced  by  Budget  Drivers.  Expenditure  must  be 
prioritized.  Travelling  expenses  must  be  managed  properly  and  only  meetings  that  will 
add  value  to  the  Municipality  should  be  attended  by  Councillors  and  Officials  ofthe 
Municipality. 

The  realization  ofrevenue  is  the  most  important  basis  that  will  determine  the  incurring 
of  expenditure.  Without  actual  cash  no  expenditure  can  be  committed  to  anyplans  and 
programmes. 

2016/2017  is  R244  560  781  which  comprises  the  Operating  Budget  of  R223  821  534 
and  the  Capital  Budget  of  R20  739  247.  This  represents  a total  increase  of  +-4%  in  the 
relation  to  the  previous  year's  Budget.  The  increase  is  almost  insignificant  and  it  is  our 
attempt  to  enforce  budgetary  control.  The  realization  of  revenue  impacts  on  the 
expenditure  management. 


C.Tariff  Increments 


Expected  increases  in  tariffs  for  the  2016/2017  financial  year  are  set  out  below: 

1 .  Rates  and  taxes 

> Residential  and  Agricultural  property  tariffs  will  increase  by  6% 

The  General  Valuation  Roll  will  be  valid  until  June  2017.  Properties  where 
values  increase  or  decrease  will  not  have  a huge  impact 

> Agricultural  properties  will  be  levied  at  1 :0,25  in  relation  to  residential 
properties  and  owners  must  apply  for  the  rebate  of  28%  before  the  end  of 
August2016. 

> Rebates  for  the  elderly:The  owner  must  be  at  least  sixty  (65)  years  of  age 
and  total  gross  monthly  income  or  earnings  must  not  exceed 

(i)  an  amount  of  R4  900  to  qualify  for  a 50%  rates  rebate 

(ii)  an  amount  ofR5  600  to  qualify  for  a 45%  rates  rebate 

(iii)  an  amount  ofR6  400  to  qualify  for  a 40%  rates  rebate 

> Mining  and  Industrial  property  tariffs  will  increase  more  than  the  other 
categories.  Portions  of  farms  which  are  exclusively  used  for  renewable  or 
solar  energy  will  be  part  of  this  category  of  properties. 


2.  Electricity 


> All  Basic  fees  will  increase  by  7.10% 

> Household  Conventional  and  Prepaid  electricity  tariffs  will  increase  as 

follOWS  (see  tariff  schedule) 

• 1-50  kWh  increase  by  6.6% 

• 51-350  kWh  increase  by  7.6% 

• 351  and  more  kWh  units  will  increase  by  7.64% 

• All  non-residential  electricity  consumers  tariffs  wili  increase  by  7.64% 

3.  Water 

> Basic  fee  will  increase  by  6%. 

> Water  consumption  will  be  increased  by  6%  in  all  blocks 

> Water  will  be  levied  from  the  first  kiloliter  consumed  for  all  consumers 
that  are  not  residential  consumers. 

> A new  block  is  being  introduced  for  consumers  who  are  consuming  more 
than  45kl. 

4.  Sewerage  and  Sanitation 

> Tariffs  increase  by  6% 

5.  Refuse  Removal 

> Tariffs  increase  by  6% 


6.  All  other  secondary  tariffs. 


> Tariffs  increase  by  between  9%  and  10% 


D. lndigent  households 

A total  of  almost  4000  indigent  households  are  expected  to  receive  subsidized  services  every 
month.  The  subsidized  services  include  : 

1 . Rates 

(the  first  R28  000  of  municipal  valuation  is  exempt  from  paying  rates  and  taxes) 

2. 50  kWh  of  electricity 

3.  Water 

> Basic  fee  R69.35 

> Consumption:  6000  liters  (6kl)  of  water  R30.64 

> Consumption:  2000  liters  (8kl)  of  water  R18.49 

(Policy  makes  provision  that  Indigent  Households  will  receivedkl  ofwater). 

4.  Monthly  sewerage 

5.  Monthly  refuse  removal 

Total  monthly  subsidized  services  to  Indigent  Households 

Please  note:  Free  Basic  services  amounts  include  Value  Added  Tax  (VAT) 

The  re-application  by  all  Indigent  Households  for  Subsidized  Services  ( FBS ) can 
continue  and  will  be  processed  early  in  the  2016/2017  financial  year.  The  process  needs 
to  be  completed  by  end  ofJune  2016  in  order  to  update  our  records  and  registers 
annually.  Auditors  are  auditing  the  application  process  very  intensively. 

E. CONCLUSION 

The  2016/2017  Budget  is  a budget  aimed  at  making  services  affordable  to  all  consumers.  It  is 
a plan  to  implement  the  cross-cutting  of  expenditure.  The  Budget  is  testimony  to  the 
continuation  of  the  developmental  agenda  to  expand  the  infrastructure  to  new  and  higher 
levels.  It  also  aims  to  continue  the  creation  of  jobs,  fighting  poverty  and,  most  of  all,  ensure  that 
we  invest  in  infrastructure  assets  of  the  Emthanjeni  Municipality. 

The  increase  of  tariffs  is  mainly  focused  on  affordability  and  to  ensure  that  we  generate  all 
revenue  as  budgeted.  Hence  the  low  increment  in  operating  expenditure  and  expenditure 
control  that  will  be  sharpened  over  the  next  financial  year.  The  actual  cost  of  rendering  the 
service  was  the  determining  factor  in  the  calculation  of  tariffs. 

The  Council's  commitment  to  create  a conducive  environment  for  Investors  to  invest  in  the 
local  economy  of  Emthanjeni  Municipality  cannot  be  underestimated.  The  various  economic 
initiatives  are  testimony  of  Council's  commitment,  readiness  and  ability  to  ensure  that  we 
continue  along  the  path  of  the  National  Development  Plan. 

The  budget  is  prepared  under  the  auspices  and  principles  provided  by  the  Minister  of 
Finance  and  the  MEC  of  Finance  requiring  all  sectors  of  government  to  ensure  that 
austerity  measures  are  introduced.  Sustainable  service  delivery  still  takes  precedence 
in  this  Budget. 


R 0 

R46.  74 
R1 18.48 

R171.71 
R1 07.08 

R444.01 


1.2  Operating  Revenue  Framework 


For  Emthanjeni  to  continue  improving  the  quality  of  services  provided  to  its  citizens  it  needs  to 
generate  the  required  revenue.  In  these  tough  economic  times,  strong  revenue  management 
is  fundamental  to  the  financial  sustainability  of  every  municipality.  The  reality  is  that  we  are 
faced  with  development  backlogs  and  poverty  and  socio  economic  conditions  that  affect  rural 
areas.  The  expenditure  required  to  address  these  challenges  will  inevitably  always  exceed 
avaiiable  funding;  hence  difficult  choices  have  to  be  made  in  relation  to  tariff  increases  and 
balancing  expenditures  against  realistically  anticipated  revenues. 

The  municipality’s  revenue  strategy  is  built  around  the  following  key  components: 

• National  Treasury’s  guidelines  and  macroeconomic  policy; 

• Growth  in  the  Municipality  and  continued  economic  development; 

• Efficient  revenue  management,  which  aims  to  ensure  a 93  per  cent  annual  collection 
rate  for  property  rates  and  other  key  service  charges; 

• Electricity  tariff  increases  as  approved  by  the  National  Eiectricity  Regulator  of  South 
Africa  (NERSA); 

• Achievement  of  full  cost  recovery  of  specific  user  charges  especially  in  relation  to 
trading  services; 

• Determining  the  tariff  escalation  rate  by  establishing/calculating  the  revenue 
requirement  of  each  service; 

• The  municipality’s  Property  Rates  Policy  approved  in  terms  of  the  Municipal  Property 
Rates  Act,  2004  (Act  6 of  2004)  (MPRA); 

• Increase  ability  to  extend  new  services  and  recover  costs; 

• The  municipality’s  Indigent  Policy  and  rendering  of  free  basic  services;  and 

• Tariff  policies  of  the  Municipality. 

• The  recovering  of  outstanding  arrears  with  the  assistance  of  a debt  collection  firm. 


The  following  table  is  a summary  of  the  2016/17  MTREF  (classified  by  main  revenue 
source):  Table  1 Summary  of  revenue  classified  by  main  revenue  source 


Description 


R thousand 


Revenue  By  Source 


Propertyrates 


Property  rates  - penallies  8 cottection  charges 


Service  charges-  efectricityrevenue 


Senrice  charges  - water  rewnue 


SerMce  charges  - sanitation  re\enue 


SerMce  charges  - refuse  rewnue 


SefMcecharges-ottier 


Renlal  of  facilities  and  equipment 


Interest  eamed  < extemal  inwstments 


Interest  eamed  - outstanding  debtors 


Dividendsreceived 


Fines 


Licencesand  permits 


AgencysenAces 


T ransfers  recognised  * operattonal 


Otherreusnue 


Gainson  disposal  of  PPE 


Total  Revenue  (excluding  capital  transfers 
and  contributlons) 


2012/13 


Audited 

Outcome 


103 


428 


947 


1595 


494 


12611 


1201 


43510 


319 


61 209 


2013/14 


Audited 

Outcome 


150 


415 


747 


1030 


625 


17765 


1305 


45752 


164 


67953 


2014/15 


Audited 

Outcome 


170 


405 


1189 


950 


646 


23011 


1257 


39550 


979 


68156 


CurrentYear  2015/16 


Originai 

Budget 


8569 


240 


652 


715 


873 


7581 


2099 


40601 


130 


61479 


Adjusted 

Budget 


8569 


240 


652 


715 


873 


7581 


2099 


40601 


130 


61 479 


Full  Year 
Forecast 


8589 


240 


652 


715 


873 


7581 


2099 


40601 


130 


61 479 


Pre-audit 

outcome 


6 589 


240 


652 


715 


873 


7581 


2099 


40601 


130 


61479 


2016/17  Medium  Term  Revenue 
& Expendlture  Framework 


Budget 

Year 

2016/17 


10585 


1722 


2089 


1996 


2051 


118 


786 


606 


954 


6943 


2506 


41210 


130 


71 897 


Budget 

Year+1 

2017/18 


9756 


2028 


2460 


2351 


2416 


270 


732 


854 


1011 


6935 


2097 


41  753 


139 


72802 


Budget 

Year+2 

2018/19 


16098 


3346 


4059 


3880 


3986 


445 


685 


1409 


1669 


11444 


3460 


47657 


148 


98485 


Table  2 Percentage  growth  in  revenue  by  main  revenue  source 


Description 

Cunent  Year  2015/16 

2016/17  Medium  Term  Revenue  & Expenditure  Framework 

R thousand 

Adjusted 

Budget 

% 

Budget 

Year 

2016/17 

% 

Budget  Year 
+1  2017/18 

% 

Budget  Year 
+2  2018/19 

a 

Revenue  BvSource 

Property  rates 

27  503 

13.25% 

30  665 

14.09% 

30  915 

13.76% 

51010 

14.62% 

Property  rates  - penaifes  & collectjon  charges 

- 

- 

- 

0.00% 

- 

0.00% 

_ 

0.00% 

Service  charges  - elertidly  revenue 

53  635 

25.85% 

56  203 

25.83% 

59  373 

26.42% 

97  965 

28.07% 

Service  charges  - water  revenue 

25  411 

12.25% 

25  864 

11.89% 

27  170 

12.09% 

44  830 

12.84% 

Service  charges  - sanitelon  revenue 

14  888 

7.18% 

15  972 

7.34% 

16  271 

7.24% 

26  847 

7.69% 

Servtce  charges  - reluse  revenue 

8 937 

4.31% 

8 226 

3.78% 

8 478 

3.77% 

13  989 

4.01% 

Service  charges  - other 

240 

0.12% 

118 

0.05% 

270 

0.12% 

445 

0.13% 

Rental  of  bcilifes  and  equipment 

652 

0.31% 

786 

0.36% 

732 

0.33% 

885 

0.25% 

Interestearned  - external  invesfrnente 

715 

0.34% 

806 

0.37% 

854 

0.38% 

1409 

0.40% 

Interestearned  - outstanding  debtors 

873 

0.42% 

954 

0.44% 

1011 

0.45% 

1669 

0.48% 

Dividends  received 

- 

- 

- 

0.00% 

- 

0.00% 

_ 

0.00% 

Fines 

7 581 

3.65% 

6 943 

3.19% 

6 935 

3.09% 

11444 

3.28% 

Licences  and  permrte 

2 099 

1.01% 

2 508 

1.15% 

2 097 

0.93% 

3 460 

0.99% 

Agency  services 

- 

- 

- 

0.00% 

- 

0.00% 

_ 

0.00% 

Transters  recognised  - operational 

40  601 

19.57% 

41210 

18.94% 

41753 

18.58% 

47  657 

13.65% 

Olher  revenue 

24  234 

11.68% 

27  195 

12.50% 

28  688 

12.77% 

47  256 

13.54% 

Gains  on  disposal  of  PPE 

130 

0.06% 

130 

0.06% 

139 

0.06% 

148 

0.04% 

Total  Revenue  (excluding  capitaltransfers 
and  contributions) 

207  497 

100% 

217  580 

100% 

224  687 

100% 

349  014 

100% 

ln  line  with  the  formats  prescribed  by  the  Municipal  Budget  and  Reporting  Regulations,  capital 
transfers  and  contributions  are  excluded  from  the  operating  statement,  as  inclusion  of  these 
revenue  sources  would  distort  the  calculation  of  the  operating  surplus/deficit. 

Revenue  generated  from  rates  and  services  charges  forms  a significant  percentage  of  the 
revenue  basket  for  the  Municipality.  Rates  and  service  charge  revenues  comprise  more  than 
ten  percentage  of  the  total  revenue  mix.  In  the  2016/17  financial  year,  revenue  from  rates  and 
services  charges  totalled  R137,  049  million  or  62.99  %.  This  increases  to  R142,  477  million, 
and  R235,  087  million  in  the  respective  financial  years  of  the  MTREF.  A notable  trend  is  the 
increase  in  the  total  percentage  revenue  generated  from  rates  and  services  charges  which 
increases  from  4.7  per  cent  in  2016/17,  to  3.8  per  cent  in  2017/18  and  to  39.4  % in  2018/19. 
This  growth  can  be  mainly  attributed  to  the  increased  share  that  the  sale  of  electricity 
contributes  to  the  total  revenue  mix,  which  in  turn  is  due  to  rapid  increases  in  the  demand  of 
electricity  due  to  the  various  developments  taking  place  in  Emthanjeni  Municipality.  Eskom 
tariffs  for  bulk  electricity.  The  above  table  excludes  revenue  foregone  arising  from  discounts 
and  rebates  associated  with  the  tariff  policies  of  the  Municipality.  Details  in  this  regard  are 
contained  in  Table  64  MBRR  SA1. 

The  largest  source  of  income  is  generated  from  Electricity  which  totals  R56,  203.  Property 
Rates  is  the  second  largest  revenue  source  totalling  14.09  per  cent  or  R30,  665  million  rand 
and  increases  to  R51,  010  million  by  2018/19.  The  third  largest  source  is  water  and  it  followed 
by  Sewerage  revenue  realised.  The  ‘other  revenue’  which  consists  of  various  items  such  as 
income  received  from  permits  and  licenses,  building  plan  fees,  connection  fees,  transport  fees 
and  advertisement  fees.  Departments  have  been  urged  to  review  the  tariffs  of  these  items  on 
an  annual  basis  to  ensure  they  are  cost  reflective  and  market  related. 


Operating  grants  and  transfers  totals  R41,  210  million  in  the  2016/17  financial  year  and 
steadily  increases  to  R47,  657  million  by  2018/19. 


The  following  table  gives  a breakdown  of  the  various  operating  grants  and  subsidies 
allocated  to  the  municipaiity  over  the  medium  term: 


Table  3 Operating  Transfers  and  Grant  Receipts 


Description 

2012/13 

Current  Year2015/16 

2016/17  Medium  Term  Revenue 
& Expenditure  Framework 

Rthousand 

Audlted 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget 

Year 

2016/17 

■ 

RECEIPTS: 

Operating  T ransfers  and  Grants 

National  Govemment: 

37623 

38  493 

38876 

39459 

39  459 

39459 

38822 

38586 

41  307 

Local  GovemmentEqulabe  Share 

34323 

34819 

35342 

35929 

35929 

35929 

36197 

36886 

39607 

Finance  Management 

1500 

1550 

1600 

1600 

1600 

1600 

1625 

1700 

1700 

Municipal  Systems  Improvement 

800 

890 

934 

930 

930 

930 

- 

- 

- 

EPWP  Incentive 

1000 

1234 

1 000 

1000 

1000 

1000 

1000 

- 

- 

Provincial  Govemment: 

1683 

4912 

757 

1142 

1142 

1142 

2388 

2527 

2674 

Health  subsidy 

1001 

1 150 

- 

- 

- 

- 

1227 

1288 

1363 

Housing 

- 

“4581 

- 

■m 

■m 

Sportand  Recreation 

mmivM 

wmt ui 

DepartmentofEducation 

- 

235 

- 

- 

- 

- 

- 

- 

- 

Departmentof  Roads 

- 

- 

- 

- 

- 

- 

- 

- 

District  Municipality: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  grant  providers: 

- 

2050 

- 

- 

- 

- 

- 

- 

- 

Department  of  Water  Affairs 

- 

2050 

- 

- 

- 

- 

- 

- 

Total  Operating  Transfers  and  Grants 

39306 

45455 

39  633 

40601 

40601 

40601 

41 210 

41113 

43981 

Tariff-setting  is  a pivotal  and  strategic  part  of  the  compilation  of  any  budget.  When  rates,  tariffs 
and  other  charges  were  revised,  local  economic  conditions,  input  costs  and  the  affordability  of 
services  were  taken  into  account  to  ensure  the  financial  sustainability  of  the  Municipality. 


National  Treasury  continues  to  encourage  municipalities  to  keep  increases  in  rates,  tariffs  and 
other  charges  as  low  as  possible.  Municipalities  must  justify  in  their  budget  documentation  all 
increases  in  excess  of  the  6 per  cent  upper  boundary  of  the  South  African  Reserve  Bank’s 
inflation  target.  Excessive  increases  are  likely  to  be  counterproductive,  resulting  in  higher 
levels  of  non-payment. 

The  percentage  increases  of  both  Eskom  and  Water  bulk  tariffs  are  far  beyond  the  mentioned 
inflation  target.  Given  that  these  tariff  increases  are  determined  by  external  agencies,  the 
impact  they  have  on  the  municipality’s  electricity  and  in  these  tariffs  are  largely  outside  the 
control  of  the  Municipality.  Discounting  the  impact  of  these  price  increases  in  lower  consumer 
tariffs  will  erode  the  Municipality’s  future  financial  position  and  viability. 

It  must  also  be  appreciated  that  the  consumer  price  index,  as  measured  by  CPI,  is  not  a good 
measure  of  the  cost  increases  of  goods  and  services  relevant  to  municipalities.  The  basket  of 
goods  and  services  utilised  for  the  calculation  of  the  CPI  consist  of  items  such  as  food,  petrol 
and  medical  services,  whereas  the  cost  drivers  of  a municipality  are  informed  by  items  such  as 
the  cost  of  remuneration,  bulk  purchases  of  electricity  and  water,  petrol,  diesel,  chemicals, 
cement  etc.  The  current  challenge  facing  the  Municipality  is  managing  the  gap  between  cost 
drivers  and  tariffs  levied,  as  any  shortfall  must  be  made  up  by  either  operational  efficiency 
gains  or  service  levei  reductions.  Within  this  framework  the  Municipality  has  undertaken  the 
tariff  setting  process  relating  to  service  charges  as  follows. 


Property  rates  cover  the  cost  of  the  provision  of  general  services.  Determining  the  effective 
property  rate  tariff  is  therefore  an  integral  part  of  the  municipality’s  budgeting  process. 


Property  Rates  tariffs  increased  very  conservatively  since  2009. 

National  Treasury’s  MFMA  Circular  No.  51  deals,  inter  alia  with  the  implementation  of  the 
Municipal  Property  Rates  Act,  with  the  regulations  issued  by  the  Department  of  Co-operative 
Governance.  These  regulations  came  into  effect  on  1 July  2009  and  prescribe  the  rate  ratio  for 
the  non-residential  categories,  public  service  infrastructure  and  agricultural  properties  relative 
to  residential  properties  to  be  0,25:1.  The  implementation  of  these  regulations  was  done  in  the 
previous  budget  process  and  the  Property  Rates  Policy  of  the  Municipality  has  been  amended 
accordingly. 

The  following  stipulations  in  the  Property  Rates  Policy  are  highlighted: 

• The  first  R15  000  of  the  market  value  of  a property  used  for  residential  purposes  is 
Excluded  from  the  rate-able  value  (Section  17(h)  of  the  MPRA).  In  addition  to  this 
rebate,  a further  R13  000  reduction  on  the  market  value  of  a property  will  be  granted  in 
terms  of  the  Municipality’s  own  Property  Rates  Policy; 

• 28  per  cent  rebate  will  be  granted  on  all  agricultural  properties  but  must  be  applied  for 
before  31  August  2016  as  perthe  rates  policy. 

• Mining  and  Industrial  property  will  increase  higher  than  the  other  categories.  Portions  of 
farms  which  are  exclusive  used  for  renewable  or  solar  energy  will  be  part  of  this 
category  of  properties. 

• 100  per  cent  rebate  will  be  granted  to  registered  indigents  in  terms  of  the  Indigent 
Policy  if  the  market  value  of  their  property  is  R28  000  or  less. 

• For  pensioners  a further  rebate  will  be  granted  upon  application  and  must  the  criteria  as 
set  out  in  the  Rates  Policy 

• The  Municipality  may  award  a 100  per  cent  grant-in-aid  on  the  assessment  rates  of 
rate-able  properties  of  certain  classes  such  as  registered  welfare  organizations, 
institutions  or  organizations  performing  charitable  work,  sports  grounds  used  for 
purposes  of  amateur  sport.  The  owner  of  such  a property  must  apply  to  the  Chief 
Financial  Officer  in  the  prescribed  format  for  such  a grant. 

The  categories  of  rate-able  properties  for  purposes  of  levying  rates  and  the  proposed  rates  for 
the  2016/17  financial  year  based  on  a percentage  increases(decreases)  from  1 July  2016  is 
contained  below: 

Table  4 Comparison  of  proposed  rates  to  be  levied  for  the  2016/17  financial  year 


Category 

Current  Tariff 
(1  July  2015) 

■KCEMISidI 

c/R 

c/R 

Residential  properties 

0.012860 

0,013632 

State  owned  properties 

0.016934 

0,017950 

Business  & Guesthouses 

0.013396 

0,014200 

Industrial 

0.017415 

0,018460 

Place  of  Worship 

0.128610 

0,013632 

Public  Benefit  Organization 

0.012861 

0,003408 

Mining 

0.020344 

0,021565 

Vacant  land 

0.032550 

0,034503 

Farm  property  where  a portion  is  used  for 
renewable  energy  generation  purpose 

0.041000 

0,043460 

1.2.2  Sale  of  Water  and  Imoact  of  Tariff  Increases 


South  Africa  faces  similar  challenges  with  regard  to  water  supply  as  it  did  with  electricity,  since 
demand  growth  outstrips  supply.  Consequently,  National  Treasuiy  is  encouraging  all 
municipalities  to  carefully  review  the  level  and  structure  of  their  water  tariffs  to  ensure: 

• Water  tariffs  are  fully  cost-reflective  - including  the  cost  of  maintenance  and  renewal  of 
purification  plants,  water  networks  and  the  cost  associated  with  reticulation  expansion; 

• Water  tariffs  are  structured  to  protect  basic  levels  of  service  and  ensure  the  provision  of 
free  water  to  the  poorest  of  the  poor  (indigent);  and 

• Water  tariffs  are  designed  to  encourage  efficient  and  sustainable  consumption. 

In  addition  National  Treasury  has  urged  all  municipalities  to  ensure  that  water  tariff  structures 
are  cost  reflective  by  2015. 

Better  maintenance  of  infrastructure,  new  water  provision  construction  programmes  and  cost- 
reflective  tariffs  will  ensure  that  the  supply  challenges  are  managed  in  future  to  ensure 
sustainability.  Emthanjeni  Municipality  will  increase  water  tariffs  by  an  average  of  6 per  cent 
from  1 July  2016.  Another  block  tariff  has  also  been  introduced  starting  from  66  kt  at  R12.41 
per  kt  per  30  day  period. 

Emthanjeni  Municipality  has  undertaken  a critical  assessment  of  its  capital  infrastructure 
requirements.  Regional  Bulk  Water’s  assessment  indicates  that  for  the  extension  of  water 
resources  in  De  Aar  and  Water’s  current  infrastructure  is  unlikely  to  sustain  its  long-term  ability 
to  supply  water  and  they  had  no  other  choice  to  upgrade  infrastructure,  hence  the  significant 
increase  in  the  cost  of  water. 

A tariff  increase  of  6 per  cent  from  1 July  2016  for  water  is  proposed.  This  is  based  on  input 
cost  assumptions  of  between  6 to  1 5 per  cent  increase  in  the  cost  of  bulk  water  to  the  water 
farmers.  In  addition  6 kf  water  per  30-day  period  will  again  be  granted  free  of  charge  to  all 
households. 

A summary  of  the  proposed  tariffs  for  households  (residential)  and  non-residential  are  as 
follows: 


Table  5 Proposed  Water  Tariffs 


CATEGORY 

CURRENT  TARIFFS 
2015/16 

PROPOSED  TARIFFS 
2016/17 

Rand  per  k€ 

Rand  per  k€ 

RESIDENTIAL 

Basic  fee:  Residential 

57.39 

60.83 

1 to  6 kt  per  30-day  period 

(H) 

7 to  1 5 k(  per  30-day  period 

7.65 

8.11 

(iii) 

16  to  30  kf  per  30-day  period 

8.69 

9.21 

(iv) 

31  to  45  kt  per  30-day  period 

10.13 

10.74 

(v) 

46  - 65  k(  and  more  per  30-day  period 

10.64 

11.28 

(vi) 

66  k(  and  more  per  30-day  period 

10.64 

12.41 

NON-RESIDENTIAL 

Basic  fee:  Business 

293.16 

310.75 

(i) 

1 to  6 k(  per  30-day  period 

4.23 

4.48 

(ii) 

7 to  15  k(  per  30-day  period 

7.65 

8.11 

/ 

CATEGORY 

CURRENT  TARIFFS 
2015/16 

PROPOSED  TARIFFS 
2016/17 

Rand  per  k€ 

Rand  per  k€ 

(iii) 

1 6 to  30  kt  per  30-day  period 

8.69 

9.21 

(iv) 

31  to  45  kf  per  30-day  period 

10.13 

10.74 

(v) 

46  - 65  kf  and  more  per  30-day  period 

10.64 

11.28 

(vi) 

66  kf  and  more  per  30-day  period 

10.64 

12.41 

The  following  table  shows  the  impact  of  the  proposed  increases  in  water  tariffs  on  the  water 
charges  for  a single  dwelling-house: 


Table  6 Comparison  between  current  water  charges  and  increases  (Domestic) 


Monthly 

consumption 

k€ 

Current  amount 

Payable 

R 

Proposed 

amount 

Payable 

R 

Difference 

(Increase) 

R 

Percentage 

change 

Basic  Fee 

57.39 

60.83 

3.44 

6% 

6 

0% 

15 

68.85 

72.99 

4.14 

6% 

30 

130.35 

138.15 

7.80 

6% 

45 

151.95 

161.10 

9.15 

6% 

51 

63.84 

67.68 

3.84 

6% 

100 

521.36 

592.27 

70.91 

11% 

The  tariff  structure  of  the  2016/17  financial  year  has  changed,  by  the  introduction  of  a new 
block  tariff  as  stated  above  however  the  tariff  structure  is  still  designed  to  charge  higher  levels 
of  consumption  a higher  rate,  steadily  increasing  to  a rate  of  R12.41  per  kilolitre  for 
consumption  in  excess  of  66  kf  per  30  day  period. 

1.2.3  Sale  of  Electricitv  and  Impact  of  Tariff  Increases 

NERSA  has  announced  the  revised  bulk  electricity  pricing  structure.  A 9.4  per  cent  increase  in 
the  Eskom  bulk  electricity  tariff  to  municipalities  will  be  effective  from  1 July  2016. 

Considering  the  Eskom  increases,  the  consumer  tariff  had  to  be  increased  by  7.64%  and  8%  to 
offset  the  additional  bulk  purchase  cost  from  1 July  2016.  Furthermore,  it  should  be  noted  that 
given  the  magnitude  of  the  tariff  increase,  it  is  expected  to  depress  growth  in  electricity 
consumption,  which  will  have  a negative  impact  on  the  municipality’s  revenue  from  electricity. 


Registered  indigents  will  again  be  granted  50  kWh  per  30-day  period  free  of  charge. 

The  following  table  shows  the  impact  of  the  proposed  increases  in  electricity  tariffs  on  the 
water  charges  for  domestic  customers: 


Table  7 Comparison  between  current  electricity  charges  and  increases  (Domestic) 


Monthly 

consumption 

kWh 

Current  amount 
Payable 

R 

Proposed  amount 
Payable 

R 

Difference 

(Increase) 

R 

Percentage 

change 

100 

97.73 

6.93 

7.64% 

250 

149.68 

161.16 

11.48 

7.64% 

500 

300.20 

323.86 

23.66 

7.88% 

750 

350.63 

378.68 

28.05 

1 000 

365.85 

395.12 

29.27 

8% 

2 000 

1447.38 

1563.17 

115.79 

8% 

It  should  further  be  noted  that  Emthanjeni  Municipality  implemented  the  IBT  as  required  by 
NERSA.  The  effect  thereof  will  be  that  the  higher  the  consumption,  the  higher  the  cost  per 
kWh.  The  aim  is  to  subsidise  the  lower  consumption  users  (mostly  the  poor).  Emthanjeni 
Municipality  has  implemented  the  Incline  Block  Tariff  (IBT)  structure  since  01  July  2009. 

The  inadequate  electricity  bulk  capacity  and  the  impact  on  service  delivery  and  development 
remains  a challenge  for  the  municipality.  Most  of  the  suburbs  and  network  reticulation  was 
designed  or  strengthened  during  the  1980’s  and  1990’s  with  an  expected  20-25  year  life- 
expectancy.  The  upgrading  of  the  municipality’s  electricity  network  has  therefore  become  a 
strategic  priority  especially  the  substations  and  transmission  lines. 

Owing  to  the  high  increases  in  Eskom’s  bulk  tariffs,  it  is  clearly  not  possible  to  fund  these 
necessary  upgrades  through  increases  in  the  municipal  electricity  tariff  - as  the  resultant  tariff 
increases  would  be  unaffordable  for  the  consumers. 


1.2.4  Sanitation  and  Impact  of  Tariff  Increases 

A tariff  increase  of  6 per  cent  for  sanitation  from  1 July  2016  is  proposed.  This  is  based  on  the 
input  cost  assumptions  related  to  water.  It  should  be  noted  that  electricity  costs  contributes 
approximately  between  20  - 30  per  cent  of  waste  water  treatment  input  costs.  The  following 
factors  also  contribute  to  the  proposed  tariff  increase: 

• Free  sanitation  will  be  applicable  to  registered  indigent  households;  and 

• The  network  extension  and  upgrade  of  exiting  purification  plants  will  impact  on  tariffs 
over  the  MTEF  period. 


The  total  revenue  expected  to  be  generated  from  rendering  this  service  amounts  to  R15,  972 
million  for  the  2016/17  financial  year. 


The  following  table  compares  the  current  and  proposed  tariffs: 


Table  8 Comparison  between  current  sanitation  charges  and  increases 


CATEGORY 

CURRENT  TARIFF 
2015/16 

PROPOSED  TARIFF 
2016/17 

Residential  Households 

142.10 

150.63 

Business 

198.62 

210.54 

Government 

267.82 

283.89 

1.2.5  Waste  Removal  and  Impact  of  Tariff  Increases 

Currently  solid  waste  removal  is  at  a deficit.  It  is  widely  accepted  that  the  rendering  of  this 
service  should  at  least  break  even,  which  is  currently  not  the  case.  The  Municipality  will  have 
to  implement  a solid  waste  strategy  to  ensure  that  this  service  can  be  rendered  in  a 
sustainable  manner  over  the  medium  to  long-term.  Considering  the  deficit,  it  is  recommended 
that  a comprehensive  investigation  into  the  cost  structure  of  solid  waste  function  be 
undertaken,  and  that  this  include  investigating  alternative  service  delivery  models.  The 
outcomes  of  this  investigation  will  be  incorporated  into  the  next  planning  cycle. 

A 6 percent  increase  in  the  waste  removal  tariff  is  proposed  from  1 July  2016.  Higher 
increases  will  not  be  viable  in  2016/17  owing  to  the  significant  increases  implemented  in 
previous  financial  years  as  well  as  the  overall  impact  of  higher  than  inflation  increases  of  other 
services. 

The  following  table  compares  current  and  proposed  amounts  payable  from  1 July  2016: 


Table  9 Comparison  between  current  waste  removal  fees  and  increases 


Service 

CURRENT  TARIFFS 
2015/16 

PROPOSED  TARIFFS 
2016/17 

Tariff  per  households 
container  per  month  or  part  of 
a month: 



88.61 

TTT-  ■ 

93.93 

Tariff  per  Special  refuse 
removal  * 

155.07 

164.37 

Building  rubble* 

310.16 

328.77 

1.2.6  Overall  imoact  of  tariff  increases  on  households 


The  following  table  shows  the  overall  expected  impact  of  the  tariff  increases  on  a large  and 
small  household,  as  well  as  an  indigent  household  receiving  free  basic  services. 


Table  10  MBRR  Table  SA14  - Household  bills 


iRates  and  services  charges: 


Praperl/  rates 


Eledridty  Basic  levy 


Elertidly  Consumpion 


Wafer  Basic  levy 


Wafer  Consunplon 


Sanifeton 


Relise  remaval 


Ofier 


sub-totall  313.08 


VAT  on  Services 


Total  small  household  bilt: 


% lncrease/*decrease 


1.3  Qperatinq  Expenditure  Framework 


Emthanjeni  Municipality’s  expenditure  framework  for  the  2016/17  budget  and  MTREF  is 
informed  by  the  folfowing: 

• The  asset  renewal  strategy  and  the  repairs  and  maintenance  plan; 

• Balanced  budget  constraint  (operating  expenditure  should  not  exceed  operating 

revenue)  unless  there  are  existing  uncommitted  cash-backed  reserves  to  fund  any 
deficit; 

• Funding  of  the  budget  over  the  medium-term  as  informed  by  Section  18  and  19  of  the 

MFMA; 

• The  capital  programme  is  aligned  to  the  asset  renewal  strategy  and  backlog  eradication 

plan; 

• Operational  gains  and  efficiencies  will  be  directed  to  funding  the  capital  budget  and  other 

core  services;  and 

• Strict  adherence  to  the  principle  of  no  project  plan  no  budget. 


The  following  table  is  a high  level  summary  of  the  2016/17  budget  and  MTREF  (classified  per 
main  type  of  operating  expenditure): 


Table  11  Summary  of  operating  expenditure  by  standard  classification  Item 


Description 

2012/13 

2013/14 

2014/15 

CurrentYear2015/16 

2016/17  MedtumTerm 
Revenue  & Expendlture 

R thousand 

Audlted 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre-audit 

outcome 

Budget 

Year 

2016/17 

Budget 

Year+1 

2017/18 

Budget 

Year+2 

2018/19 

Expenditure  By  Type 

Employee  related  costs 

59894 

66864 

66804 

66804 

66804 

66804 

69838 

74  421 

79869 

Remuneration  of  counciJlors 

3694 

4157 

4126 

4 580 

4 580 

4 580 

4580 

5046 

5122 

5481 

Debt  mpairment 

12035 

53283 

35712 

11429 

mjEgji 

10229 

10229 

0901 

11786 

19447 

Depreciation  & asset  impairment 

69275 

65214 

61386 

9248 

9248 

9 248 

9240 

7337 

16775 

Fmancechanges 

1758 

1608 

1337 

2556 

3556 

3556 

3556 

5468 

6143 

9731 

Bulk  purchases 

38781 

43536 

47049 

53094 

53094 

57123 

Qther  materiais 

2056 

11611 

11  215 

6648 

16618 

16618 

16618 

16771 

10864 

30971 

Contracted  services 

8095 

7800 

10329 

10329 

10329 

9846 

10565 

17432 

T ransfers  and  grants 

305 

750 

225 

12938 

11662 

11662 

11662 

- 

- 

- 

Other  expenditure 

25409 

19739 

21979 

41969 

29743 

29  743 

29743 

35634 

38877 

58106 

Loss  on  disposal  ofPPE 

319 

70 

744 

- 

- 

- 

- 

- 

- 

- 

Total  Expenditure 

218175 

267086 

258437 

220  896 

215864 

215864 

215864 

215964 

236785 

338188 

The  budgeted  allocation  for  employee  related  costs  for  the  2016/17  financial  year  totals  R69, 
838  million,  which  equals  32.34  per  cent  of  the  total  operating  expenditure.  Based  on  the  three 
year  collective  SALGBC  agreement  and  as  per  Nationai  Treasury  Budget  Circular  79/2016, 
salary  increases  have  been  factored  at  a percentage  increase  of  6.0  per  cent  for  the  2016/17 
financial  year.  As  part  of  the  Municipality’s  cost  reprioritization  and  cash  management  strategy 
vacancies  only  departmental  prioritization  of  critical  vacancies  within  the  Municipality  has  been 
budgeted  for.  In  addition  expenditure  against  overtime  must  significantly  be  managed  to 
reduced  costs,  with  provisions  against  this  budget  item  only  being  provided  for  essential 
services  and  other  critical  functions. 


The  cost  associated  with  the  remuneration  of  councillors  is  determined  by  the  Minister  of  Co- 
operative  Governance  and  Traditional  Affairs  in  accordance  with  the  Remuneration  of  Pubiic 
Office  Bearers  Act,  1998  (Act  20  of  1998).  The  most  recent  proclamation  in  this  regard  has 
been  taken  into  account  in  compiling  the  Municipality’s  budget. 

The  provision  of  debt  impairment  was  determined  based  on  an  annual  collection  rate  of  93  per 
cent  and  the  Debt  Write-off  Policy  of  the  Municipality.  For  the  2016/17  financial  year  this 
amount  equates  to  R8,  901  million  and  escalates  to  R1 9,  447  million  by  201 8/1 9.  While  this 
expenditure  is  considered  to  be  a non-cash  flow  item,  it  informed  the  total  cost  associated  with 
rendering  the  services  of  the  municipality,  as  well  as  the  municipality’s  realistically  anticipated 
revenues. 

Provision  for  depreciation  and  asset  impairment  has  been  informed  by  the  Municipality’s  Asset 
Management  Policy.  Depreciation  is  widely  considered  a proxy  for  the  measurement  of  the 
rate  asset  consumption.  Budget  appropriations  in  this  regard  total  a Net  of  R7,  337  million  for 
the  2016/17  financial  and  equates  to  3.4  per  cent  of  the  total  operating  expenditure.  Note  that 
the  implementation  of  GRAP  17  accounting  standard  has  meant  bringing  a range  of  assets 
previously  not  included  in  the  assets  register  onto  the  register.  This  has  resulted  in  a 
significant  increase  in  depreciation  relative  to  previous  years. 

Finance  charges  consist  primarily  of  the  repayment  of  interest  on  borrowing  (cost  of  capital). 
Finance  charges  make  up  2,  53  per  cent  (R5.  468  million)  of  operating  expenditure  excluding 
annual  redemption  for  2016/17  and  increases  to  R 9 731  million  by  2018/19. 

Bulk  purchases  are  directly  informed  by  the  purchase  of  electricity  from  Eskom  and  water  from 
Farmers  within  the  municipal  boundaries.  The  annual  price  increases  have  been  factored  into 
the  budget  appropriations  and  directly  inform  the  revenue  provisions.  The  expenditures 
include  distribution  losses. 

Other  materials  comprise  of  amongst  others  the  purchase  of  fuel,  diesel,  materials  for 
maintenance,  cleaning  materials  and  chemicals.  In  line  with  the  Municipality’s  repairs  and 
maintenance  plan  this  group  of  expenditure  has  been  prioritised  to  ensure  sustainability  of  the 
Municipality’s  infrastructure. 

Contracted  services  have  been  identified  as  a cost  saving  area  for  the  Municipality.  As  part  of 
the  compilation  of  the  2016/17  MTREF  this  group  of  expenditure  was  critically  evaluated  and 
operational  efficiencies  were  enforced.  In  the  2016/17  financial  year,  this  group  of  expenditure 
totals  R9,  846  million  and  has  increased  since  last  year.  For  the  two  outer  years  growth  has 
been  limited  to  6.8  and  30.9  per  cent.  . Further  details  relating  to  contracted  services  can  be 
seen  in  Table  64  MBRR  SA1. 

Other  expenditure  comprises  of  various  line  items  relating  to  the  daily  operations  of  the 
municipality.  This  group  of  expenditure  has  also  been  identified  as  an  area  in  which  cost 
savings  and  efficiencies  can  be  achieved.  Growth  has  been  limited  to  16.5  per  cent  for 
2016/17  and  curbed  at  8.34  and  33.09  per  cent  for  the  two  outer  years,  indicating  that 
significant  cost  savings  have  been  already  realised.  Further  details  relating  to  contracted 
services  can  be  seen  in  Table  64  MBRR  SA1. 

The  following  table  gives  a breakdown  of  the  main  operating  expenditure  categories  for  the 
2016/17  financial  year. 


I 

f 


Figure  1 Main  operational  expenditure  categories  for  the  2016/17  financial  year 


1.3.1  Priority  given  to  repairs  and  maintenance 

Aligned  to  the  priority  being  given  to  preserving  and  maintaining  the  Municipality’s  current 
infrastructure,  the  2016/17  budget  and  MTREF  provide  for  extensive  growth  in  the  area  of 
asset  maintenance,  as  informed  by  the  asset  renewal  strategy  and  repairs  and  maintenance 
plan  of  the  Municipality.  In  terms  of  the  Municipal  Budget  and  Reporting  Regulations, 
operational  repairs  and  maintenance  is  not  considered  a direct  expenditure  driver  but  an 
outcome  of  certain  other  expenditures,  such  as  remuneration,  purchases  of  materials  and 
contracted  services.  Considering  these  cost  drivers,  the  following  table  is  a consolidation  of  all 
the  expenditures  associated  with  repairs  and  maintenance: 

Table  12  Operational  repairs  and  maintenance 


2012113  2013114  2014115 

Descriptlon  Audited  Audited  Audited 

Outcome  Outcome  Outcome 

Rthousand 

Repairs  and  Maintenance 
by  Expenditure  Item 

Emptoyee  retaled  costs  - - ~ 


Othermateiials 

5675 

7663 

Contracted  Services  1 

2795 

3948 

Other  Expenditure 

- 

- 

Total  Repairs  and  Maintenance  Expenditure  I 8471  11611  11215 


2016/17  Medium  Term  Revenue 


Budget 

Year 

2016/17 


During  the  compilation  of  the  2016/17  MTREF  operational  repairs  and  maintenance  was 
identified  as  a strategic  imperative  owing  to  the  aging  of  the  Municipality’s  infrastructure  and 
historic  deferred  maintenance.  To  this  end,  materials  (repairs  and  maintenance)  were 
gradually  increased  by  1.6  per  cent  in  the  2016/17  financial  year,  from  R16,  618  million  to  R16, 
771  million.  As  part  of  the  2016/17  MTREF  this  strategic  imperative  remains  a priority  as  can 
be  seen  by  the  budget  appropriations  over  the  MTREF.  The  total  allocation  for  2016/17 
equates  to  R16,  771  million  a growth  of  1.6  per  cent  in  relation  to  the  Adjustment  Budget  and 
continues  to  grow  at  11.1  and  39.09  per  cent  over  the  MTREF.  In  relation  to  the  total  operating 
expenditure,  repairs  and  maintenance  comprises  of  7.77,  7.66  and  8.76  per  cent  for  the 
respective  financial  years  of  the  MTREF. 


The  table  below  provides  a breakdown  of  the  repairs  and  maintenance  in  relation  to  asset 
class: 

Table  13  Repairs  and  maintenance  per  asset  class 


Descriptfon 

2012/13 

2013/14 

2014/15 

Current  Year  2015/16 

2016/17  MediumTermF 
Expendltuie  Fram 

levenue  & 
ework 

R thousand 

Audited 

Outcome 

Audlted 

Outcome 

Audlted 

Outcome 

Origlnal 

Budget 

Adjusted 

Budget 

FullYear 

Forecast 

Budget 

Year 

2016/17 

Budget 
Year  *1 
2017/18 

Budget 

Year+2 

2018/19 

Repafre  and  Matntenance  bv  Asset  Class 

8471 

11611 

11215 

16  618 

16  618 

16616 

16  771 

18864 

30971 

InfrasiructurQ  - Road  transport 

1368 

1277 

317 

616 

616 

616 

628 

562 

1099 

tnfrastrudure  * Electriaty 

1495 

929 

1 165 

1343 

1342 

1342 

1545 

1848 

2 703 

Infrastuctjre  * Wafer 

750 

697 

689 

1 145 

1 145 

1 145 

1231 

1304 

2152 

InfrastructurQ  - Santefon 

712 

464 

228 

64 

64 

64 

66 

70 

116 

Infrastructure  - 0 ther 

711 

1068 

- 

1975 

1975 

1975 

- 

- 

- 

Infrasfrucfere 

5036 

4 435 

2 399  ! 

5 '43 

5143 

5143 

3470  1 

3785 

6151 

Communtty  • 

1626 

2 218 

3409 

3098 

3098 

3096 

2037 

2302 

4 263 

Heritage  asse/s 

- 

- 

- 

- 

- 

- 

- 

Investment  properties 

158 

- 

- 

- 

* 

- 

- 

Otier  assete 

1651 

4 958 

5407 

8 377 

6377 

8 377 

11264 

12  777 

20557 

For  the  2016/17  financial  year,  20  per  cent  or  R3,  470  million  of  total  repairs  and  maintenance 
will  be  spent  on  infrastructure  assets.  Electricity  infrastructure  has  received  a significant 
proportion  of  this  allocation  totalling  9.2  per  cent  (R1,  545  million),  water  infrastructure  at  7.3 
per  cent  (R1,  231  million)  and  road  at  3.7  per  cent  (R0,  628  million).  Community  assets  have 
been  allocated  R2,  037  million  of  total  repairs  and  maintenance  equating  to  12.15  per  cent. 


1.3.2  Free  Basic  Services:  Basic  Social  Services  Package 

The  social  package  assists  households  that  are  poor  or  face  other  circumstances  that  limit 
their  ability  to  pay  for  services.  To  receive  these  free  services  the  households  are  required  to 
register  in  terms  of  the  Municipality  Indigent  Policy.  The  target  is  to  register  +/-  4 000  indigent 
households  during  the  2016/17  financial  year,  a process  reviewed  annually  by  the  end  of  June 
2016.  Detail  relating  to  free  services,  cost  of  free  basis  services,  revenue  lost  owing  to  free 
basic  services  as  well  as  basic  service  delivery  measurement  is  contained  in  Table  27  MBRR 
A10  (Basic  Service  Delivery  Measurement)  on  The  cost  of  the  social  package  of  the  registered 
indigent  households  is  largely  financed  by  national  government  through  the  local  government 
equitable  share  received  in  terms  of  the  annual  Division  of  Revenue  Act. 


1.4  Capital  expenditure 


The  following  table  provides  a breakdown  of  budgeted  capital  expenditure  by  vote: 
Table  14  2016/17  Medium-term  capital  budget  per  vote 


Vote  Descriptlon 

2012/13 

2013/14 

2014/15 

Current  Year  2015/16 

2016/17  Medfum  Term  Revenue 
& Expenditure  Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 
Forecast 

Pre-audit 

outcome 

n 

Budget 

Year+1 

2017/18 

Budget 

Year  +2 
2018/19 

Capital  expenditure  * Vote 

■ 

Capital  Expendlture  * Standard 

Govemanee  snd  admtnistratbn 

518 

878 

183 

2 056 

1726 

1726 

1726 

1873 

2 046 

3 291 

ExecuWe  and  cound 

86 

585 

9 

159 

89 

89 

69 

137 

147 

157 

Budgetand  freasury  ofice 

432 

ilSKEI 

1369 

1369 

1369 

1385 

1528 

2 521 

Corporate  services 

- 

120 

125 

528 

268 

268 

268 

350 

371 

612 

Community  and  publlc  sahty 

1 194 

778 

179 

657 

557 

557 

557 

434 

447 

699 

CormttniV  and  sooal  services 

856 

63 

134 

307 

207 

207 

207 

296 

284 

469 

Sportand  reaeaton 

42 

1 

- 

261 

261 

261 

261 

75 

65 

68 

Public  safety 

294 

- 

- 

88 

88 

88 

88 

63 

98 

162 

Housmg 

2 

714 

45 

- 

- 

- 

_ 

_ 

_ 

Heatti 

- 

- 

- 

- 

- 

_ 

_ 

_ 

_ 

Bconomic  and  environmentat  services 

2 048 

15  901 

- 

11737 

11737 

11737 

11737 

4200 

14417 

15261 

Planniig  and  development 

5 

500 

- 

12 

12 

12 

12 

_ 

13 

22 

Road  Iransport 

2 043 

15401 

- 

11724 

11724 

11724 

11724 

14  404 

15239 

Envjronrrcn&i  protcton 

- 

- 

- 

- 

_ 

_ 

_ 

Trading  servlces 

9 960 

3 995 

13  833 

52  895 

5102 

5102 

5102 

14232 

3 494 

2756 

Electidty 

3145 

2 314 

- 

6 726 

2100 

2100 

2100 

5400 

2815 

Water 

6815 

1681 

13833 

10180 

180 

180 

180 

500 

350 

Wasle  water  management 

- 

- 

- 

35  958 

2 791 

2791 

2 791 

981 

145 

300 

ste  management 

- 

- 

- 

31 

31 

31 

31 

29 

34 

56 

Other 

- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

Total  Capital  Expendituie  > Standard 

13  721 

21  552 

irei 

67  344 

19121 

19121 

19121 

20739 

20  405 

Fundedb^ 

■ 

Nalonai  Government 

12139 

15  313 

13833 

55  958 

12  791 

12791 

12  791 

MEETTCl 

13  711 

13118 

Provindal  Govemment 

- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

: IHjKSE 

- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

_ 

Otier  iansfers  and  grants 

- 

- 

- 

- 

- 

_ 

_ 

_ 

Transfere  recognised  - capitaJ 

12139 

15313 

13833 

5S958 

12  791 

12791 

12791 

13905 

13711 

13118 

Publlc  contrlbutions  & donatlons 

" 

- 

- 

- 

- 

- 

- 

_ 

_ 

Borrowing 

- 

- 

SKKlll 

- 

_ 

- 

_ 

_ 

Intemally  generated  funds 

i,  ■IdlU 

6 239 

362 

6 341 

6331 

6 331 

6 331 

6 834 

6 694 

8 888 

Totaf  Capital  Funding 

13  7211 

21  552 

14194 

67  344 

19 121 

19121 

19121 

20  739 

20  405 

22  006 

For  2016/17  an  amount  of  R20,  739  million  has  been  budgeted  for  the  development  of  assets. 
Infrastructure  Assets  represents  67.05  per  cent  of  the  total  capital  budget.  In  the  outer  years 
this  amount  totals  R13,  711  million,  67.19  per  cent  and  R13,  118  million,  59.61  per  cent 
respectively  for  each  of  the  financial  years.  Water  department  receives  the  highest  allocation 
of  R7,  822  million  followed  by  Electricity  of  R5,  400  million  in  2016/17  financial  years.  Roads 
will  receive  the  highest  allocation  in  2017/18  as  well  as  in  2018/19,  this  will  amount  to  R14,  404 
and  R1 5,  239  respectively. 

Further  detail  relating  to  asset  classes  and  proposed  capital  expenditure  is  contained  in  Table 
26  MBRR  A9  (Asset  Management).  In  addition  to  the  MBRR  Table  A9,  MBRR  Tables  SA34a, 
b,  c provides  a detailed  breakdown  of  the  capital  programme  relating  to  new  asset 
construction,  capital  asset  renewal  as  well  as  operational  repairs  and  maintenance  by  asset 
class.  Some  of  the  salient  projects  to  be  undertaken  over  the  medium-term  includes,  amongst 
others: 


1.5  Annual  Budget  Tables  - Emthanjeni  Municipality 

The  following  eighteen  pages  present  the  ten  main  budget  tables  as  required  in  terms  of 
section  8 of  the  Municipal  Budget  and  Reporting  Regulations.  These  tables  set  out  the 
municipality's  2016/17  budget  and  MTREF  as  approved  by  the  Council.  Each  table  is 
accompanied  by  explanatory  notes  on  the  facing  page. 


NC073  Errthanjenl  • Table  At  Budget  Summary 

Description 

2012/13 

i 

i 

Current  Year  2015/16 

i i i 

2016/17  Medium  Term  Revenue  & 
Expenditura  Frameworit 

ft..  J 1 1 1 Qi.Hft.t 

Flnancial  Perfomtance 


Property  rates  __ 


Service  ctiaiges  


Investrentrevenue 


Transfersrecognised-operalonai  


Offrer  own  revenue 


Total  Revenue  (exdudlng  capital  transfera  and 
contributions) 


Empbyeecosts 


Remineraton  olooundiors 


Depredalon  6 asset  irpairment 


Finance  charges  


Maierials  and  bulk  purchases 


Transters  and  granfc  


Otier  expenditere  


Total  Eipenditura 


Surplus/(Deflcit) 


T ransters  reoogntsed  - capiBI 


Confffcutons  recognised  - capital  & conrfcuted  assete 


Surplus/(Oeficit)  after  capital  transtera  & 
contributlons  


Stiare  of  surplus/  (delcit)  of  assodate 


Suiplus/(Deficit)  forthe  year 


Capital  wpenditure  & fundi  sourtes 


Caplta)  expenditure 


Transters  recognised  - capital 


Publc  con?  fculons  & donatons 


Borrowing 


IntemaDy  generated  tends 


Tota)  sources  of  capltal  funds 


Financial  oosltion 


Total  currenl  assete 


Totel  non  currentassete 


Total  current  Uabiles  


Total  non  current  labliles  


Connimiiy  weaili/Equity  


Cash  flowi 


Netcash  tom  (used)  operatog 


Assetregister  summary  (W)V) 


Depreriafon  & asseUnpairircnl  


Renewd  of  Existng  Assets  


Repairs  and  Maintenance  


305 

750 

45  856 

60  320 

218175 

267068 

5031 

5031 

5 031 

16  218 

2 244 

24  625 

139835  I 121  847 1 125  401  1 109  842  I 99  318  | 99  318  | 99318  1 110  700 1 112  071  | 110653 


976067  1 932000  1 883982  ! 944  097  946  897  946  B97  | 946  697  | 937  687  | 940 181  | 943  923 


408481  423021  456431  33313  33 327  33 327 1 33 327 1 31  639 1 31  717 1 32018 


| 52267  52  911  54  198  67490  63471  63471  63471  36071  37  737  38  544 

1 022 787  1 9586331  909543  1 953 136  1 949417  1 949417  1 949417  1 980677  1 9827981  984014 


Explanatory  notes  to  MBRR  Table  A1  - Budget  Summary 

1 . Table  A1  is  a budget  summary  and  provides  a concise  overview  of  the  Municipality’s  budget 
from  all  of  the  major  financial  perspectives  (operating,  capital , expenditure,  financial 
position,  cash  flow,  and  MFMA  funding  compliance).  / 


2.  The  table  provides  an  overview  of  the  amounts  approved  by  Council  for  operating 
performance,  resources  deployed  to  capital  expenditure,  financial  position,  cash  and 
funding  compliance,  as  well  as  the  municipality’s  commitment  to  eliminating  basic  service 
delivery  backlogs. 

3.  Financial  management  reforms  emphasises  the  importance  of  the  municipal  budget  being 
funded.  This  requires  the  simultaneous  assessment  of  the  Financial  Performance, 
Financial  Position  and  Cash  Flow  Budgets,  along  with  the  Capital  Budget.  The  Budget 
Summary  provides  the  key  information  in  this  regard: 

a.  The  operating  surplus/{deficit)  (after  Total  Expenditure)  is  positive  over  the  MTREF 

b.  Capital  expenditure  is  balanced  by  capital  funding  sources,  of  which 

(i)  Transfers  recognised  is  reflected  on  the  Financial  Performance  Budget; 

(ii)  Internally  generated  funds  are  financed  from  a combination  of  the  current 
operating  surplus  and  accumulated  cash-backed  surpluses  from  previous 
years.  The  amount  is  incorporated  in  the  Net  cash  from  investing  on  the 
Cash  Flow  Budget.  The  fact  that  the  municipality’s  cash  flow  remains 
positive,  and  is  improving  indicates  that  the  necessary  cash  resources  are 
available  to  fund  the  Capital  Budget. 

4.  The  Cash  backing/surplus  reconciliation  shows  that  in  previous  financial  years  the 
municipality  was  not  paying  much  attention  to  managing  this  aspect  of  its  finances,  and 
consequently  many  of  its  obligations  are  not  cash-backed.  This  places  the  municipality  in  a 
very  vulnerable  financial  position,  as  the  recent  slow-down  in  revenue  collections 
highlighted.  Consequently  Council  has  taken  a deliberate  decision  to  ensure  adequate 
cash-backing  for  all  material  obligations  in  accordance  with  the  adopted  policies.  This 
cannot  be  achieved  in  one  financial  year.  But  over  the  MTREF  there  is  progressive 
improvement  in  the  level  of  cash-backing  of  obligations.  It  is  anticipated  that  the  goal  of 
having  all  obligations  cash-back  will  be  achieved  by  2016/17,  when  a small  surplus  is 
reflected. 

5.  Even  though  the  Council  is  placing  great  emphasis  on  securing  the  financial  sustainability  of 
the  municipality,  this  is  not  being  done  at  the  expense  of  services  to  the  poor.  The  section 
of  Free  Services  shows  that  the  amount  spent  on  Free  Basic  Services  and  the  revenue 
cost  of  free  services  provided  by  the  municipality  continues  to  increase.  In  addition,  the 
municipality  continues  to  make  progress  in  addressing  service  delivery  backlogs.  It  is 
anticipated  that  by  2016/17  the  free  basic  water  will  remain  at  8kl  for  Indigent  Households. 


Table  15  MBRR  Table  A2  - Budgeted  Financial  Performance  (revenue  and  expenditure 
by  standard  classification) 


NC073  Emthanjeni  - Table  A2  Budgeted  Financial  Perforroance  (revenue  and  expenditure  by  standard  classificatlon)  | | 

2016/17  MediumTerm 

Standard  Classification  Description  Ref  2012/13  2013/14  2014/15  CurrentYear  2015/16  Revenue  & Expendtture 

Frameworit 


R thousand 


Revenue-  Standard 


Govemance  and  administration 


Execuive  and  council 


Budget  and  treasury  otice 


Corporate  services 


Community  and  pubik  safety 


Communily  and  sodal  services  


Sportand  recreation 


Publicsafety 


Housing  


Health 


Economic  and  environmentai  services 


Planning  and  development 


Road  t-ansport  


Environmenta!  proteclnn 


Audited  Audited  Audited  Original  Ad 
Outcome  Outcome  Outcome  Budget  Bi 


rPflRffllESS 


2016/17  2017/18  | 2018/19 


51180 

50  723 

75457 

4 295 

4090 

6 673 

46  801 

46  545 

68638 

84 

89 

146 

11325 

11072 

16  774 

1942 

1987 

2 545 

123 

131 

216 

7 991 

7 623 

12  578 

41 

44 

721 

1227 

1288 

1363 

3 816 

2832 

16430 

1610 

1691 

2 429 

2207 

1 141 

14  001 

Trading  serv/ces 

110  352 

116  048 

129806 

198  576 

151  209 

151  209 

165  860 

174401 

254152 

Electidty 

52  352 

60  590 

66606 

83494 

79  994 

79994 

90239 

92542 

14B572 

Water 

29792 

25603 

25  602 

41211 

30511 

30511 

38  471 

44  173 

50953 

Waste  water  management 

17  737 

18167 

19  576 

59  345 

26178 

26178 

24  322 

24  330 

35  408 

Waste  management 

10472 

11687 

16  021 

14  526 

14  526  1 

14  526 

12828 

13  356 

19  218 

Of/ier 


Total  Revenue  - Standard 


Expendlture  - Standard 


175  490  I 196  554  I 209  347  I 268  262  | 220  895  | 220  895  | 232182  | 239  029  | 362812 


Govemence  and  administration 

38  789 

44755 

44  414 

46  086 

45  463 

45  463 

48  553 

53437 

68  877 

Execufive  and  coundl 

15139 

15  360 

16148 

13  292 

12  819 

12819 

14  054 

15  904 

16959 

Budgetand  treasury  otfice 

14  896 

18325 

17  363 

20440 

20290 

20290 

21962 

23037 

31644 

Corporate  services 

8755 

11069 

10902 

12354 

12  354 

12354 

12518 

14496 

20074 

Community  and  publk  safety 

23420 

40  283 

41  665 

29  011 

29085 

29  085 

29  417 

32178 

41 078 

Communily  and  sodal  services 

5 895 

19743 

25  058 

11629 

11758 

11758 

11849 

13307 

16510 

Sportand  recreafion 

3299 

3714 

4142 

4162 

4167 

4167 

4 654 

5039 

6209 

Public  safety 

9304 

12 122 

8026 

10818 

10758 

10758 

10  367 

11047 

15094 

Housing 

4 843 

4630 

4 452 

2 218 

2 216 

2 216 

2400 

2586 

2 936 

Health 

79 

75 

7 

183 

183 

183 

148 

199 

329 

Economic  and  environmental  servkes 

16  697 

39  053 

38419 

27157 

27163 

27 163 

28440 

29  888 

40  412 

Planning  and  development 

6051 

18450 

19  447 

10  663 

10670 

10670 

12162 

11902 

15  039 

Road  transport 

10646 

20604 

18  972 

16493 

16493 

16  493 

16278 

17  987 

25  372 

Environmentel  protecfon 


Trading  services 


Elecfriaty 


Wabr 


Waste  water  management 


Waste  management 


Other 


Total  Expendlture  * Standard 


SurplusZ(Deficit)  forthe  year 


137979 


74  911 


26484 


16  377 


20206 


1290 


218175  267088 


(42686)|  (70  534) 


117903 


69900 


15  894 


16925 


15184 


739 


258  437  220  896 


(49  091)  47  366 


113414  113  414 


69476  69  476 


14084 


739 


215664  215  864 


108  815  120  516  186  801 


71  539  77  266  123871 


12906  15480  24  066 


12936  15046  22402 


11  435  12726  16462 


738  763  1 020 


215  964  236785  338188 


16218  2 244  24625 


Explanatory  notes  to  MBRR  Table  A2  - Budgeted  Financial  Performance  (revenue  and 

expenditure  by  standard  classification) 

1.  Table  A2  i$  a view  of  the  budgeted  financial  performance  in  relation  to  revenue  and 
expenditure  per  standard  classification.  The  modified  GFS  standard  classification  divides 
the  municipal  services  into  14  functional  areas.  Municipal  revenue,  operating  expenditure 
and  capital  expenditure  are  then  classified  in  terms  if  each  of  these  functional  areas  which 
enables  the  National  Treasury  to  compile  ‘whole  of  government’  reports. 

2.  Note  the  Total  Revenue  on  this  table  includes  capital  revenues  (Transfers  recognised  - 
capital)  and  so  does  not  balance  to  the  operating  revenue  shown  on  Table  A4. 

3.  Note  that  as  a general  principle  the  revenues  for  the  Trading  Services  should  exceed  their 
expenditures.  The  table  highlights  that  this  is  the  case  for  Electricity,  Water  and  Waste 
water  functions,  but  not  the  Waste  management  function.  As  already  noted  above,  the 
municipality  will  be  undertaking  a detailed  study  of  this  function  to  explore  ways  of 
improving  efficiencies  and  provide  a basis  for  re-evaluating  the  function’s  tariff  structure. 

4.  Other  functions  that  show  a deficit  between  revenue  and  expenditure  are  being  financed 
from  rates  revenues  and  other  revenue  sources  reflected  under  the  Corporate  Services. 

Table  16  MBRR  Table  A3  - Budgeted  Financial  Performance  (revenue  and  expenditure 

by  municipal  vote) 


NC073  Enthanjeni  - Table  A3  Budgeted  Ftnandal  Performance  (revenue  and  expendlture  by  munlcipal  votc) 


Vote  Description 

Ref 

2012/13 

2013/14 

2014/15 

Current  Year  2015/16 

2016/17  Medlum  Term  Revenue  & 
Expendlture  Framework 

R thousand 

Audiled 

Outcome 

Audlted 

Outcome 

Audtted 

Outcome 

Orlglnal 

Budget 

Adjusted 

Budget 

Full  Year 
Forecast 

Budget 

Year 

2016/17 

Budget 

Year+1 

2017/18 

1$  wlffl 

i ' * 

Revenue  bv  Vote 

1 

■ 

Vob  1 - EXECUTIVE  AND  COUNCIL 

5410 

5639 

5537 

3 335 

3335 

3335 

4 295 

4 090 

6673 

Vob  2 - FINANCE  AND  ADMINISTRATION 

36528 

38131 

37474 

43012 

43012 

43012 

46885 

46634 

68  784 

Vofe  3-  PLANNING  AND  OEVELOPMENT 

746 

1235 

897 

3 395 

3395 

3 395 

1610 

1691 

2429 

VoM-HEALTH 

- 

- 

- 

- 

_ 

_ 

1 227 

1288 

1363 

Vote  5 - COMMUNITY  AND  SOCIAL  SERVICES 

1394 

1435 

1516 

1644 

1644 

1844 

1942 

1987 

2 545 

Vote  6 - PUBLIC  SAFETY 

14  291 

19201 

23180 

8 232 

8232 

8232 

7 991 

7 623 

12  578 

Vote  7 • SPORT  AND  RECREATION 

355 

171 

112 

114 

114 

114 

123 

131 

216 

Vote  0 * ROAD  TRANSPORT 

5193 

13  584 

10147 

9715 

9715 

9 715 

2 207 

1 141 

14  001 

Vote9-OTHER 

- 

- 

- 

- 

- 

_ 

_ 

_ 

Vote  10-  HOUSING  SERVICES 

1220 

1031 

676 

39 

39 

39 

41 

44 

72 

Vote  11  - WASTE  MANAGEMENT 

10472 

11687 

18021 

14526 

14  526 

14  526 

12828 

13  356 

19218 

Vote  12  - WASTE  WATER  MANAGEMENT 

17737 

18  167 

19  576 

59345 

26178 

26178 

24  322 

24  330 

35408 

Vote  13-  ELECTRICITY 

52  352 

60590 

66606 

83494 

79994 

79994 

90  239 

92  542 

140  572 

Vob  14  - WATER 

29  792 

25603 

25602 

41211 

30  511 

30511 

38471 

44  173 

50953 

Vote  15  - [NAME  OF  VOTE  15) 

- 

- 

- 

- 

_ 

_ 

_ 

_ 

Total  Revenue  by  Vote 

B 

175490 

196  554 

209347 

268262 

220895 

220  B95 

232182 

239  029 

362  812 

Exoendlture  bv  Vote  /o  be  apprvpriated 

1 

Vote  1 - EXECUTIVE  AND  COUNCIL 

15139 

15  360 

16  140 

13  292 

12819 

12819 

14  054 

15  904 

16  959 

Vote  2 - FINANCE  AND  ADMINISTRATION 

23  650 

29395 

28  265 

32  794 

32644 

32644 

34  499 

37  532 

51  918 

Vote  3 • PLANNING  AND  DEVELOPMENT 

6051 

16450 

19447 

10  663 

10670 

10670 

12162 

11902 

15039 

Vote4-HEALTH 

79 

75 

7 

183 

183 

183 

148 

199 

329 

Vote  5 - COMMUNITY  AND  SOCIAL  SERVICES 

5895 

19743 

25  056 

11629 

11758 

11758 

11649 

13  307 

16  510 

Vote  6 • PUBLIC  SAFETY 

9 304 

12122 

8026 

10818 

10  758 

10756 

10  367 

11047 

15094 

Vote  7 - SPORT  AND  RECREATION 

3299 

3714 

4142 

4 162 

4167 

4 167 

4654 

5 039 

6209 

Vote  8 * ROAO  TRANSPORT 

10646 

20  604 

18972 

16493 

16493 

16493 

16270 

17987 

25372 

Vob  9 • OTHER 

1290 

1621 

1623 

739 

739 

739 

738 

763 

1020 

Vob  10  - HOUSING  SERVICES 

4 843 

4 630 

4452 

2 218 

2 218 

2218 

2400 

2586 

2 936 

Vole  11  - WASTE  MANAGEMENT 

20206 

13  206 

11255 

15184 

14  084 

14084 

11435 

12  726 

16462 

Vob  12  • WASTE  WATER  MANAGEMENT 

16377 

15  771 

12790 

16925 

15060 

15060 

12936 

15  046 

22402 

Vote  13  - ELECTRICITY 

74  911 

79689 

79852 

69900 

69476 

69476 

71  539 

77  266 

123  871 

Vote  14-WATER 

26464 

32  710 

28399 

15  894 

14  794 

14  794 

12  906 

15480 

24  066 

Vote  1 5 - [NAME  OF  VOTE  15) 

- 

- 

- 

- 

- 

_ 

_ 

_ 

Total  Expendlture  by  Vote 

Hl 

21B175 

267088 

256  437 

220  896 

215864 

215864 

215  964 

236785 

338188 

Surplus/jDeftcit)  for  the  year 


(42686)|  (70  534)|  (49  091)|  47  366  1 503l|  503l|  162li|  2 244  1 24  625 


Explanatory  notes  to  MBRR  Table  A3  - Budgeted  Financial  Performance  (revenue  and 
expenditure  by  municipal  vote) 

■ Table  A3  is  a view  of  the  budgeted  financial  performance  in  relation  to  the  revenue  and 
expenditure  per  municipal  vote.  This  table  facilitates  the  view  of  the  budgeted  operating 
performance  in  relation  to  the  organisational  structure  of  the  Municipality.  This  means  it  is 
possible  to  present  the  operating  surplus  or  deficit  of  a vote.  The  following  table  is  an 
analysis  of  the  surplus  or  deficit  for  the  electricity  and  water  trading  services. 


Table  17:  Surplus/(Deficit)  calculations  for  the  trading  services 


Vote  Description 

2012/13 

2013/14 

2014/15 

CurrentYear  2015/16 

2016/17  Medium  Term  Revenue 
& Expenditure  Framework 

Rthousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget 

Year+1 

2017/18 

Budget 

Year+2 

2018/19 

ELECTRICITY 

Total  Revenue  (inctuding 
capital  transfers  and 
contributions) 

52352 

60  590 

66  606 

83494 

79994 

79994 

90239 

92  542 

148  572 

Operatlonal  Expenditure 

74911 

79689 

79852 

69900 

69476 

69476 

71  539 

77  266 

123871 

SurplusZ(Deficit) 

(22559) 

(19099) 

(13245) 

13593 

10517 

10517 

18700 

15276 

24701 

Percentage  SurplusfDeficit 

-43.1% 

•31.5% 

-19.9% 

16.3% 

13.1% 

13.1% 

20.7% 

16.5% 

16.6% 

WATER 

Total  Revenue(including 
capital  transfers  and 
contributfons) 

29792 

25603 

25602 

41  211 

30  511 

30511 

38471 

44173 

50953 

Operationat  Expenditure 

26484 

32710 

28  399 

15894 

14  794 

14  794 

12906 

15480 

24066 

Surplus/(Deficit) 

3306 

(7106) 

(2797) 

25317 

15717 

15717 

25565 

28  693 

26887 

Percentage  Surplus/Deficit 

11.1% 

•27.8% 

-10.9% 

61-4% 

51.5% 

51.5% 

66.5% 

65.0% 

52.8% 

■ The  electricity  trading  surplus  increases  over  the  2016/17  MTREF  in  terms  of  rand  value  but 
decreases  in  terms  of  percentage  surplus,  from  20.71  per  cent  to  16.6  per  cent  or  R18,  700 
million  to  R24,  701  throughout  the  MTREF.  This  is  primarily  as  a result  of  capital  projects 
and  grants  as  well  as  the  high  increases  in  Eskom  bulk  purchases  and  the  tariff  setting 
policy  of  the  municipality  to  buffer  the  impact  of  these  increases  on  individual  consumers. 

■ The  surplus  on  the  water  account  remains  positive  over  the  MTREF  translating  into  a 

surplus  of  66  per  cent,  65  per  cent  and  52  per  cent  for  each  of  the  respective  financial 
years.  The  surplus  excludes  the  capital  expenditure  that  will  be  incur  during  the  2016/17 
financial  year. 

■ Note  that  the  surpluses  on  these  trading  accounts  are  utilised  as  an  intemal  funding  source 
for  the  capital  programme  for  asset  renewal,  refurbishment  and  the  development  of  new 
asset  infrastructure,  and  are  not  used  to  cross-subsidise  other  municipai  services. 


Table  18  MBRR  Table  A4  - Budgeted  Financial  Performance  (revenue  and  expenditure) 


[NC073  Etrthanjeni  - Table  A4  Budgeted  Financial  Performance  {revenue  and  expenditure) 


Descriptfon 


Revenue  BvSource 


Properly  rates 


Properly  ratss  - penaltes  & colledfon  charge 


Service  ctiarges  - eletticily  revenue 


Servce  charges  * water  revenue 


Servce  charges  • sanitafon  revenue 


Servce  charges  • retise  revenue 


Servce  charges  • otier 


Rental  of  tadliies  and  equipment 


nterestearned  - external  fnvestmenb 


Interestearned  oubtanding  debbrs 


Ctvidends  recewed 


Fines 


Licences  and  perrrib 


Agency  services 


2012/13 

2013/14 

2014(15 

Current  Year  2015/16 

Audlted 

Outcome 

Audlted 

Outcome 

Audlted 

Outcome 

Origlnal 

Budget 

Adjusted 

Budget 

Full  Year 
Forecaat 

17  220 

21  035 

21  905 

103 

150 

170 

40  279 

56480 

59935 

16439 

10  746 

20  000 

9421 

10302 

10691 

5323 

5705 

5022 

420 

415 

405 

947 

747 

1 1B9 

1595 

1030 

950 

494 

625 

646 

2016/17  MediumTerm  Revenue  & 
Expendfture  Frameworlt 


Budget 
Year 

2016M7  I 2017/18 


27  503  1 27  503  | 27  503  | 27  503 


57  935  53635  1 53635  1 53635 


26111  25411  25411  25411 


14  888  14  888  14  888  14  888 


8937 1 8937 1 0937  8937 


12  611  1 17  765  1 23011|  7 5011  7 581  I 7 581  f 7581 


1 201  | 1 305  | 1 257  | 2099  | 2099  | 2099  1 2099 


Transfers  recognised  • operafonal 

43510 

45752 

39  550 

40601 

40601 

40601 

40601 

41210 

41753 

47657 

Oteer  revenue 

_2_ 

6148 

3223 

7 256 

23434 

24  234 

24  234 

24  234 

27  195 

28688 

47  256 

Gains  on  disposal  of  PPE 

319 

164 

979 

130 

130 

130 

130 

130 

139 

148 

Total  Revenue  (excludlng  capttal  transfers 
and  contributlons) 

164039 

163452 

211  697 

207  497 

9 

207497 

217580 

224687 

349014 

Employee  related  cosfe 


Remuneralon  ofooundBors 


Debtimpairment 


Depredaion  & assetimpairment 


Finance  charges 


BuJk  purchases 


Oteer  materials 


ConTacted  services 


Transfersand  grante 


Ofier  expendilure 


Losson  disposalofPPE 


Total  Eipenditure 


Surplus/(DeftcK) 


Transfers  recognised  - capibl 


ConTibufons  recognised  • capital 


Conf  ibuted  assets 


Surplus/fDeflcit)  after  capital  transfers  & 
contributlons 


Taxafon 


Surplus/fDeffclt)  after  taxatlon 


Attributable  to  mnorifes 


I tirrpimj  t r pnt  fu  n 


minlcipallty 


Share  of  surpfus/  (defdt)  ofassodate 


Surplus/(Deflclt)  forthe  year 


218175 

267088 

258437 

215864 

215964 

236785 

338 188 

(54137) 

(63636) 

(63704) 

(9199) 

(8  367) 

(0  367) 

(8367) 

1616 

(12  098) 

10  827 

11451 

13102 

14  694 

56  565 

13  398 

13  398 

13  390 

14  602 

14  342 

13  79B 

(42686)  (70  534)1  (49091)1  47366  1 50311  50311  5031  / 16218 


(42686)|(70  534)|(49  091i|  47  366 1 5031  | 5031  5031  16  218 


24625 


5031 

5031 

5031 

16218 

2244 

24625 

(42  686)|  (70  534)1  (49  091)|  47  366  | 5031  | 5 031  I 5031  I 16  218 


2 2441  24625 


Exptanatory  notes  to  Table  A4  - Budgeted  Financial  Performance  (revenue  and 
expenditure) 

1.  Total  revenue  is  R232,  182  million  in  2016/17  and  increases  to  R239,  029  million  by 
2017/18.  This  represents  an  increase  of  4.72  per  cent  for  the  2016/17  financial  year  and 
increases  by  2.86  per  cent  for  the  2017/18  financial  year. 

2.  Revenue  to  be  generated  from  property  rates  is  R30,  665  million  in  the  2016/17  financial 
year  and  increases  to  R30,  915  million  by  2017/18  which  represents  12.93  per  cent  of  the 
operating  revenue  base  of  the  Municipality  and  therefore  remains  a significant  funding 

t source  for  the  municipality.  It  remains  relatively  constant  over  the  medium-term  and  tariff 
\ increases  have  been  factored  in  at  6 per  cent  across  the  MTREF. 


3.  Services  charges  relating  to  electricity,  water,  sanitation  and  refuse  removal  constitutes  the 
biggest  component  of  the  revenue  basket  of  the  Municipality  totalling  R106,  383  million  for 
the  2016/17  financial  year  and  increasing  to  R111,  562  million  by  2017/18  and  increasing 
to  R184,  077  million  by  2018/19.  For  the  2016/17  financial  year  services  charges  amount 
to  45.82  per  cent  of  the  total  revenue  base  and  grows  by  4.78  per  cent  per  annum  over  the 
medium-term.  This  growth  can  mainly  be  attributed  to  the  increase  in  the  bulk  prices  of 
electricity  and  water. 


4.  Transfers  recognised  - operating  includes  the  local  government  equitable  share  and  other 
operating  grants  from  national  and  provincial  government.  It  needs  to  be  noted  that  in  real 
terms  the  grants  receipts  from  national  government  fluctuates  over  the  2016/17  MTREF,  in 
2016/17  it  increases  1.54  per  cent  and  then  increases  again  by  6.3  per  cent  2018/19.  The 
percentage  share  of  this  revenue  source  declines  due  to  the  more  rapid  relative  growth  in 
service  charge  revenues. 


5.  Bulk  purchases  have  significantly  increased  over  the  2012/13  to  2018/19  period  escalating 
from  R38,  781  million  to  R100,  377  million.  These  increases  can  be  attributed  to  the 
substantial  increase  in  the  cost  of  bulk  electricity  from  Eskom  and  water  from  the  water 
contracts  with  farmers.  As  well  as  the  increase  in  demand  for  the  above  mentioned 
commodities. 

6.  Employee  related  costs  and  bulk  purchases  are  the  main  cost  drivers  within  the  municipality 
and  alternative  operational  gains  and  efficiencies  will  have  to  be  identified  to  lessen  the 
impact  of  wage  and  bulk  tariff  increases  in  future  years. 


Budgeted  Capital  Expenditure  by  vote,  standard  classification  and  funding  source 


m 


NC073  Emthanjent  - Table  A5  Budgated  Capital  Expendlturo  by  votet  atandard  classlficatlon  and  funding 


Vote  Deacription 


CurrentYear  2015/16 


Auditad  Audited  Audited  Orfginal  Adjusted  FullYear 
Outcome  Outcome  Outcome  Budget  Budget  Forecast 


2016/17  Medium  Term  Revenue 
& Expendlture  Framework 


Pre- 
audit 
outcomel  2016/17 


Budget  Budget 
Year+1  Year+2 
2017/16  2016/19 


Capital  expendlture  - Vbte 


Multl-year  expendlture  (o  be  appropr/afed 


Vote  1 * EXECUT IVE  AND  COUNCIL 


wte  2 * FINANCE  AND  ADMINIST  RATION 


wie  3 - PLANNING  AND  DE\ELOPMENT 


\fote4-HEALTH 


U)te  5 - COMMUNITY  AND  SOCIAL  SERVICES 


vote  6 * PU0LIC  SAFETY 


\tote  7 • SPORT  AND  RECREAT ION 


\tote  8 - ROAD  TRANSPORT 


\A)te9*OTHER 


Vbte  10  - HOUSING  SERVICES 


Vote  1 1 * WAST  E M ANAGEMENT 


\A)te  1 2 - WAST  E WATER  MANAGEMENT 


\tate  13-ELECTRICITY 


\A)te  14  -WATER 


VQte  15'[NAMEOF  VOTE 15) 


Capltal  multl*year  expendlture  sub-total 


Slngle-yaar  expendlture  fo  ɓe  appropriatod 


Vote  1 - EXECUT IVE  AND  COUNCIL 


\tote  2 - FINANCE  AND  ADMINIST  RAT ION 


Vote  3 * PLANNING  AND  DEVELOPMENT 


\A)te4-HEALTH 


Vote  5-  COMMUNITY  AND  SOCIAL  SERVICES 


\A)te  6 - PUBLIC  SAFETY 


Vote  7 ■ SPORT  AND  RECREATION 


Mote  8 - ROAD  T RANSPORT 


Mote  9 - OT  HER 


Vote  10  - HOUSING  SERVICES 


Vote  11  - WAST  E MANAGEMENT 


Vbte  1 2 - WAST  E WATER  MANAGEMENT 


Vote  13  * ELECTRICITY 


\A)te  14  -WATER 


Vote  15  - [NAMEOF  VOTE 15} 


Capltal  slngle-year  expendlture  sub-toUI 


Total  Capltal  Expenditure-  Mote 


endlture  > Standard 


Govamance  and  administration 


Execubve  and  council 


Budget  and  treasuryoflice 


Corporate  services 


Community  and  public  safaty 


Communityand  social  sentces 


Sport  and  recreation 


Publ)c  satety 


Housing 


Health 


Economk  and  onvironmental  servkes 


Planning  and  development 


Road  transport 


Environmental  proteclton 


Tradmg  servkes 


Electnctly 


Water 


Wasle  watermanagement 


Wasle  management 


uther 


Total  Capital  Expendltura  - Standard 


06 1 5H5 1 9 


432 1 292  174 


500 


09  89 


1 637  1 637  I 1 637 


31  31  I 31 


2 791|  2791  2791 


2100  2100 


100  160  180  160 


6113 

21 552 

362 

13721 

21 552 

14 194 

19 121 

20  739 

20405 

19 121 

20739 

20  405 

11737  11  737  1 11  737 


12  12 


11  724  11  724  11  724 


9960  39951  13833 


68 


Nabonal  Govemmenl 


Prouncial  Govemmenl 


Distncl  Munlcfpality 


Other  transters  and  grants 


T ransfers  recognised  * capital 


Publlc  contributions  & donations 


Borrowing 


v Intemally  generated  funds 


ITotal  Capital  Fundin 


13  721  21  552  14194 


12139 


5102  5102 


2100  2100  2100 


180  160  180 


2791  2 791  2 791 


31  31  31 


19121  19121|  19121 


12791  12791 


12791 

13  905 

13711 

13118 

1 502  | 6 239  I 362  j 6 341  I 6331  I 6 331  I 633'  I 6634  | 6 694  I 8 860 


Explanatory  notes  to  Table  A5  - Budgeted  Capital  Expenditure  by  vote,  standard 

classification  and  funding  source 

1.  Table  A5  is  a breakdown  of  the  capital  programme  in  relation  to  capital  expenditure  by 

municipal  vote  (multi-year  and  single-year  appropriations);  capital  expenditure  by  standard 
classification;  and  the  funding  sources  necessary  to  fund  the  capital  budget,  including 
information  on  capital  transfers  from  national  and  provincial  departments. 

2.  The  MFMA  provides  that  a municipality  may  approve  multi-year  or  single-year  capital 

budget  appropriations.  In  relation  to  multi-year  appropriations,  for  2016/17  has  been 
allocated  of  the  total  R0  capital  budget. 

3.  Single-year  capital  expenditure  has  been  appropriated  at  R20,  937  million  for  the  2016/17 
financial  year  and  remains  relatively  constant  over  the  MTREF. 

4.  Unlike  multi-year  capital  appropriations,  single-year  appropriations  relate  to  expenditure 
that  will  be  incurred  in  the  specific  budget  year  such  as  the  procurement  of  vehicles  and 
specialized  tools  and  equipment.  The  budget  appropriations  for  the  two  outer  years  are 
indicative  allocations  based  on  the  departmental  business  plans  as  infomned  by  the  IDP 
and  will  be  reviewed  on  an  annual  basis  to  assess  the  relevance  of  the  expenditure  in 
relation  to  the  strategic  objectives  and  service  delivery  imperatives  of  the  Municipality.  For 
the  purpose  of  funding  assessment  of  the  MTREF,  these  appropriations  have  been 
included  but  no  commitments  will  be  incurred  against  single-year  appropriations  for  the  two 
outer-years. 

5.  The  capital  programme  is  funded  from  capital  and  provincial  grants  and  transfers  and 
internally  generated  funds  from  current  year  surpluses.  For  2016/17,  capital  transfers 
totals  R13,  905  million  (67.04  per  cent)  and  decreases  to  R13,  771  million  by  2017/18 
(67.11  per  cent).  Internally  generated  funding  totaling  R6,  834  million,  R6,  694  million  and 
R8,  888  million  for  each  of  the  respective  financial  years  of  the  MTREF.  The  municipality 
does  not  plan  to  enter  into  any  borrowings  over  the  2016/17  MTREF. 

These  funding  sources  are  further  discussed  in  detail  in  2.6  (Overview  of  Budget  Funding). 


Table  19  MBRR  Tabie  A6  - Budgeted  Financial  Position 


Descrfptlon 

Rtbousand 

ASSETS 

Currentassets 

Cash 

Call  imestmentdeposits 

Consumerdebtors 

Otherdebtors 

2012/13  2013/14  2014/15 


CurrentYear  2015/16 


Currenl  portion  of  long  term  receirables 


Invenlory 


Total  current  assots 


Non  current  assets 


Long-lerm  receivables 


Inwstmenis 


Inwstment  property 


Investment  in  Associate 


Property,  plant  and  equipment 


Agricullural 


Biological 


fntangible 


Othernon'Currentassels 


Total  non  current  assets 


TOTAL  ASSETS 


LIABILITIES 


fTrniinnmm 


Bankoverdraft 


Borrowmg 


Consumerdeposils 


T rade  and  olher  payables 


Pravisions 


Total  currentllabllfties 


Non  currentliabllities 


Borrowing 


Prowsions 


Total  non  current  llabilities 


TOTAL  LIABIUTIES 


NETASSETS 


COMMUNITY  WEALTH/EQUITY 


Accumulaled  Surplus/(Deficit) 


Resenes 


Audlted  Orlglnal  Adjusted 
Outcome  Budget  Budget 


3128 

997 

9070 

2789 

20584 

18472 

10167 

10167 

Budget  Budget  B 

Year  Year+1  Y 

2016/17  2017/18  2016/19 


960 

1 545! 

1721 

10075 

9739! 

9343 

22  824, 

22  305  j 

20734 

11  277| 

11615 

11855 

18472  18472  18472  22824 


18237 


2 


629631  66  894 


125401  1098421  99318  1 993181  993181  1107001  112071!  1106531 


14 

21 

26 

8575 

5004 

5004 

5004 

5004 

11375 

29 

29 

30 

5004 

5004 

5004 

5 004 

9704t5| 

| 926  5B4  | 

| 878712| 

| 930037 1 

| 930037  | 

| 930037| 

1 930037! 

| 932  114  1 

1 9346011 

1 938325 

536 

384 

235 

413 

95 

5 

3 

68 

976067 

932  000 

883982 

944097 

940181  943923 


1053847|  1009  383|  1053938]  1046215  | 1046  215]  1046215]  1 0483661  1052252  1 1054576 


6557 

11977 

2405 

2758 

1825 

1949 

28680 

24  205 

1302 

1414 

40848 

42302 

3003 1 3003 1 3003  1 


40846  42302  456431  333131  33  327 1 333271  33327 


2379 

2450 

16199 

17333 

2 589 

2700 

31 717 

32018 

14  777 

2 346 

2340 

2348 

52713 

61 123 

61123 

61123 

67490 

63471 

63471 

63471 

100803 

96798 

96798 

96798 

953136 

949417 

949417 

949417 

10227B7| 

| 958633| 

| 909543| 

| 953136| 

949417 

949417 

949 4171 

1 980677  1 

1 9827901 

1 984  014 

|TOTAL  COMMUNJTY  WEALTH/EQUITY I 5 I 1 022 7B7  | 958  633  | 909  543  | 953 136  j 949 417  | 949  417  | 949  417  | 980  677  | 982  798  ] 984  014  I 


Explanatory  notes  to  Table  A6  - Budgeted  Financial  Position 

1.  Table  A6  is  consistent  with  international  standards  of  good  financial  management  practice, 
and  improves  understandability  for  councilors  and  management  of  the  impact  of  the  budget 
on  the  statement  of  financial  position  (balance  sheet). 

2.  This  format  of  presenting  the  statement  of  financial  position  is  aligned  to  GRAP1,  which  is 
generally  aligned  to  the  international  version  which  presents  Assets  less  Liabilities  as 
“accounting”  Community  Wealth.  The  order  of  items  within  each  group  illustrates  items  in 
order  of  liquidity;  i.e.  assets  readily  converted  to  cash,  or  liabilities  immediately  required  to 
be  met  from  cash,  appear  first. 

3.  Table  66  is  supported  by  an  extensive  table  of  notes  (SA3  which  can  be  found  on  page  102) 
providing  a detailed  analysis  of  the  major  components  of  a number  of  items,  including: 

• Call  investments  deposits; 

• Consumer  debtors; 

• Property,  plant  and  equipment; 
t • Tradeand  other  payables; 


• Provisions  non  - current; 

• Changes  in  net  assets;  and 

• Reserves 

4.  The  municipal  equivalent  of  equity  is  Community  Wealth/Equity.  The  justification  is  that 
ownership  and  the  net  assets  of  the  municipality  belong  to  the  community. 

5.  Any  movement  on  the  Budgeted  Financial  Performance  or  the  Capital  Budget  will  inevitably 
impact  on  the  Budgeted  Financial  Position.  As  an  example,  the  collection  rate  assumption 
will  impact  on  the  cash  position  of  the  municipality  and  subsequently  inform  the  level  of 
cash  and  cash  equivalents  at  year  end.  Similarly,  the  collection  rate  assumption  should 
inform  the  budget  appropriation  for  debt  impairment  which  in  turn  would  impact  on  the 
provision  for  bad  debt.  These  budget  and  planning  assumptions  form  a critical  link  in 
determining  the  applicability  and  relevance  of  the  budget  as  well  as  the  determination  of 
ratios  and  financial  indicators.  In  addition  the  funding  compliance  assessment  is  informed 
directly  by  forecasting  the  statement  of  financial  position. 


Table  20  MBRR  Table  A7  - Budgeted  Cash  Flow  Statement 


| HC073  Enthanjenl  * Table  A7  Budgeted  Cash  Flows 


Desctiptlon 

Ref 

2012/13 

2013/14 

2014/15 

Current  Year  2015/16 

2016/17  MedlumTeim  Revenue 
& Expenditure  Framewoik 

R thousand 

■ 

Audited 

Outcome 

Audlted 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 
Forecast 

Pre-audlt 

outcome 

Budget 

Year 

2016/17 

MMmm 

CA5H  FLOW  FROM  OPERATING  ACTtVlTlES 

Receipts 

Properly  rafes,  penalbes  & coHecton  charges 

13  593 

17  407 

23  732 

25570 

25  578 

25  578 

25570 

27999 

28239 

49  909 

Service  charges 

66533 

86506 

50  909 

99481 

97  831 

97  831 

97  031 

99  902 

104  620 

132  281 

Otier  revenue 

12295 

(2790) 

39982 

32  048 

32  848 

32848 

32648 

34  954 

36508 

53721 

Government  • operalng 

1 

38073 

38678 

36215 

40601 

40601 

40601 

40601 

41210 

41  753 

47657 

Government-capital 

1 

17054 

15152 

14694 

56  565 

13  398 

13  398 

13  398 

14602 

14  342 

13798 

Inferest 

1595 

1030 

1596 

715 

715 

715 

715 

606 

830 

863 

Oividends 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Payments 

Suppliers  and  employees 

(130205) 

(140  967) 

(151  296) 

(184  234) 

(170  203) 

(170  203) 

(170203) 

(190113) 

(201  144) 

(265917) 

Finance  charges 

(1  750) 

(1  608) 

(1  337) 

(2  556) 

(3  556) 

(3556) 

(3556) 

(5  468) 

(6  143) 

(9  731) 

Transfersand  Granfe 

1 

(305) 

(750) 

(225) 

(12  938) 

(11662) 

(11  662) 

(11  662) 

- 

- 

- 

NET  CASH  FROM/IUSED)  OPERATING 
ACTIVITIES 

16075 

12  659 

14  269 

55260 

25550 

25550 

25  550 

23690 

19204 

22  502 

CASH  FLOWS  FROM INVESTING  ACTIVITIES 

Recelpts 

Proceeds  on  disposal  of  PPE 

558 

990 

1186 

124 

124 

124 

124 

130 

148 

Decrease  (Increase)  in  non-oirrentdebfcrs 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Decrease  (inaease)  otier  non-ajrrenl  receivables 

- 

- 

(0) 

- 

- 

- 

- 

- 

- 

Decrease  (inaease)  in  non-current  investnents 

79 

- 

- 

2800 

30 

30 

30 

- 

- 

- 

Payments 

Capital  assefe 

(13  822) 

(21  552) 

(14  194) 

(62  298) 

(19121) 

(19121) 

(19121) 

(20739) 

(20405) 

(22006) 

NETCASH  FROMJ(USED)  INVEST1NG 
ACTIVITIES 

(13186) 

(10967) 

(20  610) 

(20  266) 

(21  058) 

CASH  FLOWS  FROM  FINANCING  ACT1VIT1ES 

Receipts 

Shorlfermloans 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing  long  fernVrefnandng 

- 

- 

- 

5 046 

- 

- 

- 

- 

- 

- 

135 

135 

135 

135 

96 

90 

Increase  (deaease)  in  oonsumer  deposfe 

Payments 

Repayment  of  borrowkig 

(2275) 

(2  504) 

(2  777) 

(4  084) 

(1  02B) 

(1  028) 

(1  02B) 

(688) 

NETCASH  FROM/(USED)  FINANCING 
ACTIVITIES 

(2  275) 

(2  504) 

(2  777) 

1096 

(694) 

(894) 

(894) 

(590) 

NET INCREASE/  (DECREASE)  IN  CASH  HELD 

1415 

(10407) 

(1515) 

(9  017) 

5690 

5 690 

5690 

2691 

Casb/cash  equtvalenfe  at  tie  year  begin 

2 

9225 

106401 

233 

3624 

(1 203} 

(1  283) 

(1  283) 

(985) 

Cash/cash  equivalenfe  at  tie  year  end: 

2 

10640 

233: 

(1  203) 

606 

4407 

4407 

4 407 

1706 

Explanatory  notes  to  Table  A7  - Budgeted  Cash  Flow  Statement 

1 . The  budgeted  cash  flow  statement  is  the  first  measurement  in  determining  if  the  budget  is 
funded. 

2.  It  shows  the  expected  level  of  cash  in-flow  versus  cash  out-flow  that  is  likely  to  result  from 
the  implementation  of  the  budget. 

3.  It  can  be  seen  that  the  cash  levels  of  the  Municipality  increased  slightly  over  the  2016/17 
MTREF. 

4.  The  2014/15  year  provide  for  a net  decrease  in  cash  of  R1.515  million  for  the  2014/15 
financial  year  resulting  in  an  overall  cash  position  of  R-1,  283  million  at  year  end. 

5.  In  2016/17  the  Municipality  wili  undertake  an  extensive  debt  collection  drive  resulting  in 
cash  receipts  on  arrear  debtors,  these  interventions  translated  into  a net  cash  position. 

6.  The  2016/17  has  been  informed  by  the  planning  principle  of  ensuring  adequate  cash 
reserves  over  the  medium-term  and  after  the  adjustment  budget  process  it  became  clear 
that  huge  amount  of  funds  would  become  necessary  in  the  next  financial  year  to  acquire 
new  fleet  which  would  curb  raising  costs  of  repairs  and  maintenance. 

7.  In  the  2016/17  MTREF  the  municipality  will  enter  into  a lease  contract  in  order  to  finance  a 
fleet  of  infrastructure  vehicles,  expected  cash  and  cash  equivalents  totals  R1 . 706  million 
as  at  the  end  of  the  2016/17  financial  year  and  escalates  to  R1 .529  million  by  2018/19. 


Table  21  MBRR  Table  A8  - Cash  Backed  Reserves/Accumulated  Surplus  Reconciliation 

NC073  Emthanjenl  • TableABCash  bacted  resavesJaccumulated  suiplus  reconciliation 


Description 


R thousand 


2012/13 

2013/14 

2014/15 

CurrentYear  2015/16 

Audited 

Audited 

Audited 

Original 

Adjusted 

FutlYear 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

Cash/cash  eqmv  alents  at  Ihe  year  end 
Otier  currentinvesljnents  >9Qdays 
Non  current  assets  * hveslmenb 


606  4 407  4 407  4 407 

2 322  (11  375]  (11  375}  (1t375) 

8 575  11  375  11  375  11  375 


Apptication  of  cash  and  investments 

i nspentcondibonalkansfers 

12120; 

7 095 

3761 

1470 

- 

- 

tnspentborrowing 

StatLfSory  requirements 

2 

- ; 

~ ; 

■ 

* 

- 

- 

Otier  working  capital  requirements 

Otier  provisrons 

3 

(33  770)! 

(17  395} 

(15152) 

(13  093) 

(11  666) 

(11666) 

long  term  investmenb  committed 

4 

- 

- 

- 

- 

- 

Reserves  b be  backed  by  cash/investments 

5 

2016/17  Medium  Term  Revenue  & 
ExpenditureFramework 


Budget  Year 
+22018J19 


Explanatory  notes  to  Table  A8  - Cash  Backed  Reserves/Accumulated  Surplus 

Reconciliation 

1.  The  cash  backed  reserves/accumuiated  surplus  reconciliation  is  aligned  to  the  requirements 
of  MFMA  Circular  42  - Funding  a Municipal  Budget. 

2.  In  essence  the  table  evaluates  the  funding  levels  of  the  budget  by  firstly  forecasting  the 
cash  and  investments  at  year  end  and  secondly  reconciling  the  available  funding  to  the 
liabilities/commitments  that  exist. 

3.  The  outcome  of  this  exercise  would  either  be  a surplus  or  deficit.  A deficit  would  indicate 
that  the  applications  exceed  the  cash  and  investments  available  and  would  be  indicative  of 
non-compliance  with  the  MFMA  requirements  that  the  municipality’s  budget  must  be 
“funded". 

4.  Non-compliance  with  section  18  of  the  MFMA  is  assumed  because  a shortfall  would 
indirectly  indicate  that  the  annual  budget  is  not  appropriately  funded. 

5.  From  the  table  it  can  be  seen  that  for  the  period  2012/13  to  2016/17  the  surplus  decreased 
from  R32  million  to  R14  million. 

6.  Considering  the  requirements  of  section  18  of  the  MFMA,  it  can  be  concluded  that  the 
adopted  2016/17  MTREF  was  funded  owing  to  the  surplus. 

7.  As  part  of  the  budgeting  and  planning  guidelines  that  informed  the  compilation  of  the 
2016/16  MTREF  the  end  objective  of  the  medium-term  framework  was  to  ensure  the 
budget  is  funded  aligned  to  section  18  of  the  MFMA. 
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Explanatory  notes  to  Table  A9  - Asset  Management 

1.  Table  A9  provides  an  overview  of  municipal  capital  allocations  to  building  new  assets  and 
the  renewal  of  existing  assets,  as  well  as  spending  on  repairs  and  maintenance  by  asset 
class. 

2.  The  following  graph  provides  an  analysis  between  depreciation  and  operational  repairs  and 
maintenance  over  the  MTREF.  It  highlights  the  municipality’s  strategy  to  address  the 
maintenance  backlog. 


Table  23  MBRR  Table  AIO  - Basic  Service  Delivery  Measurement 
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Part  2 - Supporting  Documentation 


2.1  Overview  of  the  annual  budget  process 

Section  53  of  the  MFMA  requires  the  Mayor  of  the  municipality  to  provide  general  political 
guidance  in  the  budget  process  and  the  setting  of  priorities  that  must  guide  the  preparation  of 
the  budget.  In  addition  Chapter  2 of  the  Municipal  Budget  and  Reporting  Regulations  states 
that  the  Mayor  of  the  municipality  must  establish  a Budget  Steering  Committee  to  provide 
technical  assistance  to  the  Mayor  in  discharging  the  responsibilities  set  out  in  section  53  of  the 
Act. 

The  Budget  Steering  Committee  consists  of  the  Municipal  Manager  and  senior  officials  of  the 
municipality  meeting  under  the  chairpersonship  of  the  Mayor,  who  is  also  the  chairperson  of 
the  Finance  Committee. 


The  primary  aims  of  the  Budget  Steering  Committee  are  to  ensure: 

• that  the  process  followed  to  compile  the  budget  complies  with  legislation  and  good 
budget  practices; 

• that  there  is  proper  alignment  between  the  policy  and  service  delivery  priorities  set  out  in 
the  Municipality’s  IDP  and  the  budget,  taking  into  account  the  need  to  protect  the 
financial  sustainability  of  municipality; 

• that  the  municipality’s  revenue  and  tariff  setting  strategies  ensure  that  the  cash  resources 
needed  to  deliver  services  are  available;  and 

• that  the  various  spending  priorities  of  the  different  municipal  departments  are  properly 
evaluated  and  prioritised  in  the  ailocation  of  resources. 

i.  Budget  Process  Overview 

In  terms  of  section  21  of  the  MFMA  the  Mayor  is  required  to  table  in  Council  ten  months  before 
the  start  of  the  new  financial  year  (i.e.  in  August  2015)  a time  schedule  that  sets  out  the 
process  to  revise  the  IDP  and  prepare  the  budget. 

The  Mayor  tabled  in  Council  the  required  the  IDP  and  budget  time  schedule  in  September 
2015.  Key  dates  applicable  to  the  process  were: 

• August  2015  - Strategic  planning  session  of  all  the  Councillors  and 
Management.  Aim:  to  review  past  performance  trends  of  the  capital  and 
operating  budgets,  the  economic  realities  and  to  set  the  prioritisation  criteria  for 
the  compilation  of  the  2016/17  MTREF; 

• November  2015  - Detail  departmental  budget  proposals  (capital  and  operating) 
submitted  to  the  Budget  and  Treasury  Office  for  consolidation  and  assessment 
against  the  financial  planning  guidelines; 

• January  2016  - Review  of  the  financial  strategy  and  key  economic  and  financial 
planning  assumptions  by  the  Budget  Steering  Committee.  This  included  financial 
forecasting  and  scenario  considerations; 

• 25  January  2016  - Council  considers  the  2016/17  Mid-year  Review  and 
Adjustments  Budget; 

• January  2016  - Multi-year  budget  proposals  are  submitted  to  the  Executive 
Committee  for  endorsement; 


February  2016  - Recommendations  of  the  Executive  Committee  are 
communicated  to  the  Budget  Steering  Committee,  and  on  to  the  respective 
departments.  The  FINAL  2016/17  MTREF  is  revised  accordingly; 


• 31  March  2016  - Tabling  in  Council  of  the  FINAL  2016/17  IDP  and  2016/17 
MTREF  for  public  consultation; 

• April2016-Publicconsultation; 

• 25  April  2016  - Closing  date  for  written  comments; 

• 6 to  21  May  2016  - Finalisation  of  the  2016/17  IDP  and  2016/17  MTREF,  taking 
into  consideration  comments  received  from  the  public,  comments  from  National 
Treasury,  and  updated  information  from  the  most  recent  Division  of  Revenue  Bill 
and  financial  framework;  and 

• 31  May  2015  - Tabling  of  the  2016/17  MTREF  before  Council  for  consideration 
And  approval. 

There  were  deviations  frorn  the  key  dates  set  out  in  the  Budget  Time  Schedule  tabled  in 
Council  due  to  commitments  that  arose  on  the  planned  activities. 

ii.  IDP  and  Service  Deiivery  and  Budget  Implementation  Plan 

The  IDP  as  adopted  by  Council  on  31  May  2016.  It  started  in  September  2015  after  the  tabling 
of  the  IDP  Process  Plan  and  the  Budget  Time  Schedule  for  the  2016/17  MTREF  in  August. 

The  Municipality's  IDP  is  its  principal  strategic  planning  instrument,  which  directly  guides  and 
informs  its  planning,  budget,  management  and  development  actions.  This  framework  is  rolled 
out  into  objectives,  key  performance  indicators  and  targets  for  implementation  which  directly 
inform  the  Service  Delivery  and  Budget  Implementation  Plan.  The  Process  Plan  applicable  to 
the  revision  cycle  included  the  following  key  IDP  processes  and  deliverables: 

• Registration  of  community  needs; 

Compilation  of  departmental  business  plans  including  key  performance  indicators  and 
targets; 

• Financial  planning  and  budgeting  process; 

• Public  participation  process; 

• Compilation  of  the  SDBIP,  and 

• The  review  of  the  performance  management  and  monitoring  processes. 

The  IDP  has  been  taken  into  a business  and  financial  planning  process  leading  up  to  the 
2016/17  MTREF,  based  on  the  approved  2016/17  MTREF,  Mid-year  Review  and  adjustments 
budget.  The  business  planning  process  has  subsequently  been  refined  in  the  light  of  current 
economic  circumstances  and  the  resulting  revenue  projections. 

With  the  compilation  of  the  2016/17  MTREF,  each  department/function  had  to  review  the 
business  planning  process,  including  the  setting  of  priorities  and  targets  after  reviewing  the 
mid-year  and  third  quarter  performance  against  the  2016/17  Departmental  Service  Delivery 
and  Budget  Implementation  Plan.  Business  planning  links  back  to  priority  needs  and  master 
planning,  and  essentially  informed  the  detail  operating  budget  appropriations  and  three-year 
capital  programme. 


iii.  Financial  Modelling  and  Key  Planning  Drivers 

As  part  of  the  compilation  of  the  2016/17  MTREF,  extensive  financial  modelling  was 
undertaken  to  ensure  affordability  and  long-term  financial  sustainability.  The  following  key 
factors  and  planning  strategies  have  informed  the  compilation  of  the  2016/17  MTREF: 

• Municipality's  growth  potential 

• Policy  priorities  and  strategic  objectives 

• Asset  maintenance 

• Economic  climate  and  trends  (i.e.  inflation,  Eskom  increases,  household  debt, 
migration  patterns) 

• Performance  trends  The  approved  2015/16  adjustments  budget  and  performance 
against  the  SDBIP 


• Cash  Flow  Management  Strategy 

• Debtor  payment  levels 

• Loan  and  investment  possibilities 

• The  need  for  tariff  increases  versus  the  ability  of  the  community  to  pay  for 
services; 

• Improved  and  sustainable  service  delivery 

• Solar  Energy  project  potentials 

In  addition  to  the  above,  the  strategic  guidance  given  in  National  Treasury’s  MFMA  Circulars 
51  and  54  has  been  taken  into  consideration  in  the  planning  and  prioritisation  process. 

iv.  Community  Consultation 

The  FINAL  Budget  2016/17  MTREF  as  tabled  before  Council  on  31  March  2016  for  community 
consultation  was  published  on  the  municipality’s  website,  and  hard  copies  were  made  available 
at  customer  care  offices,  municipal  notice  boards  and  various  libraries. 

Council  held  Budget  Input  meetings  at  venues  in  all  wards  of  Emthanjeni  municipality.  Knock 
and  drops  were  distributed  at  II  households  to  inform  the  communities  about  the  meetings. 
Advertisements  of  the  notifications  were  sent  to  all  organisations  on  the  municipality’s 
database,  including  ratepayer  associations,  community-based  organisations  and  organised 
business. 

Ward  Committees  were  utilised  to  facilitate  the  community  consultation  process  from  01  to  15 
March  2016,  and  included  eight  public  briefing  sessions  with  communities,  and  other 
stakehoiders.  The  applicable  dates  and  venues  were  published  in  all  the  local  newspapers 
and  were  attended  by  the  members  of  the  community.  This  can  be  attributed  to  the  additional 
initiatives  that  were  launched  during  the  consultation  process,  including  the  specific  targeting  of 
ratepayer  associations.  Individual  sessions  were  scheduled  with  organised  business  and 
imbizo’s  were  held  to  further  ensure  transparency  and  interaction.  Other  stakeholders  involved 
in  the  consultation  included  churches,  non-governmental  institutions  and  community-based 
organisations. 

Submissions  received  during  the  community  consultation  process  and  additional  information 
regarding  revenue  and  expenditure  and  individual  capital  projects  were  addressed,  and  where 
relevant  considered  as  part  of  the  FINALisation  of  the  2016/17  MTREF.  Feedback  and 
responses  to  the  submissions  received  are  available  on  request.  The  following  are  some  of 
the  issues  and  concerns  raised  as  well  as  comments  received  during  the  consultation  process: 


Significant  changes  effected  in  the  FINAL  2016/17  MTREF  compared  to  the  FINAL 
2015/16MTREF  that  was  tabled  for  community  consultation,  include: 

• The  FINAL  Eskom  bulk  tariff  increase,  applicable  to  municipalities  from  1 July  2016, 
was  factored  into  the  proposed  consumer  tariffs,  applicable  from  1 July  2016.  This 
resulted  in  an  increase  of  8 per  cent; 

• The  SALGBC  parties'  settlement  regarding  the  salary  negotiations  have  been  finalised 
for  in  the  2016/17  financial  year; 

• The  2016  Division  of  Revenue  Act  (DORA)  grant  allocations  were  finalised  and  aligned 
to  the  gazetted  allocations;  and 

• Funding  was  allocated  to  address  metering  discrepancies  and  unmetered  premises. 


2.2  Overview  of  alignment  of  annual  budget  with  IDP 

The  Constitution  mandates  local  government  with  the  responsibility  to  exercise  local 
developmental  and  cooperative  governance.  The  eradication  of  imbalances  in  South  African 
society  can  only  be  realized  through  a credible  integrated  developmental  planning  process. 

Municipalities  in  South  Africa  need  to  utilise  integrated  development  planning  as  a method  to 
plan  future  development  in  their  areas  and  so  find  the  best  solutions  to  achieve  sound  long- 
term  development  goals.  A municipal  IDP  provides  a five  year  strategic  programme  of  action 
aimed  at  setting  short,  medium  and  long  term  strategic  and  budget  priorities  to  create  a 
development  platform,  which  correlates  with  the  term  of  office  of  the  political  incumbents.  The 
plan  aligns  the  resources  and  the  capacity  of  a municipality  to  its  overall  development  aims 
and  guides  the  municipal  budget.  An  IDP  is  therefore  a key  instrument  which  municipalities 
use  to  provide  vision,  leadership  and  direction  to  all  those  that  have  a role  to  play  in  the 
development  of  a municipal  area.  The  IDP  enables  municipalities  to  make  the  best  use  of 
scarce  resources  and  speed  up  service  delivery. 

Integrated  devetopmental  planning  in  the  South  African  context  is  amongst  others,  an 
approach  to  planning  aimed  at  involving  the  municipality  and  the  community  to  jointly  find  the 
best  solutions  towards  sustainable  development.  Furthermore,  integrated  development 
planning  provides  a strategic  environment  for  managing  and  guiding  all  planning,  development 
and  decision  making  in  the  municipality. 

It  is  important  that  the  IDP  developed  by  municipalities  correlate  with  National  and  Provincial 
intent.  It  must  aim  to  co-ordinate  the  work  of  local  and  other  spheres  of  government  in  a 
coherent  plan  to  improve  the  quality  of  life  for  all  the  people  living  in  that  area.  Applied  to  the 
Municipality,  issues  of  national  and  provincial  importance  should  be  reflected  in  the  IDP  of  the 
municipality.  A clear  understanding  of  such  intent  is  therefore  imperative  to  ensure  that  the 
Municipality  strategically  complies  with  the  key  national  and  provincial  priorities. 

The  aim  of  this  revision  cycle  was  to  develop  and  coordinate  a coherent  plan  to  improve  the 
quality  of  life  for  all  the  people  living  in  the  area,  also  reflecting  issues  of  naiional  and  provincial 
importance.  One  of  the  key  objectives  is  therefore  to  ensure  that  there  exists  alignment 
between  national  and  provincial  priorities,  policies  and  strategies  and  the  Municipality’s 
response  to  these  requirements. 

The  national  and  provincial  priorities,  policies  and  strategies  of  importance  include  amongst 
others: 

• Green  Paper  on  National  Strategic  Planning  of  2009: 

• Government  Programme  of  Action; 

• Development  Facilitation  Act  of  1995; 

• Provincial  Growth  and  Development  Strategy  (GGDS); 

• National  and  Provincial  spatial  development  perspectives; 

• Relevant  sector  plans  such  as  transportation,  legislation  and  policy; 

• National  Key  Performance  Indicators  (NKPIs); 

• Accelerated  and  Shared  Growth  Initiative  (ASGISA); 

• National  2014  Vision; 

• National  Spatial  Development  Perspective  (NSDP)  and 

• The  National  Priority  Outcomes. 

The  Constitution  requires  local  government  to  relate  its  management,  budgeting  and  planning 
functions  to  its  objectives.  This  gives  a clear  indication  of  the  intended  purposes  of  municipal 
integrated  development  planning.  Legislation  stipulates  clearly  that  a municipality  must  not 
only  give  effect  to  its  IDP,  but  must  also  conduct  its  affairs  in  a manner  which  is  consistent  with 
its  IDP.  The  following  table  highlights  the  IDP’s  five  strategic  objectives  for  the  2016/17 
MTREF  and  further  planning  refinements  that  have  directly  informed  the  compilation  of  the 


Table  24  IDP  Strategic  Objectives 


2015/16  Financial  Year 

2016/17  MTREF 

1. 

Ensure  that  all  residents  have  access  to 
sustainabie  free  basic  services  and  all  other 
services  rendered 

Provision  of  access  to  all  basic  services 
rendered  to  residents  within  the  available 
resources. 

2. 

Development  and  transformation  of  the 
institution  with  the  aim  of  capacitating  the 
municipality  in  meeting  the 

Objectives 

Development  and  transformation  of  the 
institution  with  the  aim  of  capacitating  the 
municipality  in  meeting  their  objectives. 

3. 

Promote  sustainable  and  representative 
governance  through  the  efficient,  effective 

Promote  the  equitable  creation  and 
distribution  of  weaith  in  Emthanjeni  Municipal 
area. 

4. 

Promote  sustainable  and  representative 
governance  through  the  efficient,  effective  and 
sustainable  utilization  of  resources  in 
consultation  with  the  residents  of  Emthanjeni 
Municipality. 

Promote  representative  governance  through 
the  sustainable  utilization  of  available 
resources  in  consultation  with  the  residents 
of  Emthanjeni  Municipality. 

5. 

Create  an  effective,  efficient,  sustainable  and 
viable  municipality  through  financial 

management 

Maintaining  a financially  sustainable  and 
viable  Municipality. 

6. 

Contribute  to  the  creation  of  communities  where 
residents  and  visitors  can  work,  live  and  play 
without  threat  to  themselves  or  their  properties. 

Contribute  to  the  development  and  protection 
of  the  rights  and  needs  of  all  residents  with  a 
particular  focus  on  the  poor. 

7. 

Contribute  to  the  development  of  caring 
communities  which  promote  and  protect  the  right 
and  needs  of  all  citizens,  with  a particular  focus 
on  the  poor. 

Contribute  to  the  creation  of  communities 
where 

residents  and  visitors  can  work,  live  and  play 
without  threat  to  themselves  or  their 
properties. 

8. 

Ensure  a healthy  environment  for  all  residents  of 
Emthanjeni  through  effective  environmental 
management. 

In  order  to  ensure  integrated  and  focused  service  delivery  between  all  spheres  of  government 
it  was  important  for  the  Municipality  to  align  its  budget  priorities  with  that  of  national  and 
provincial  government.  All  spheres  of  government  place  a high  priority  on  infrastructure 
development,  economic  development  and  job  creation,  efficient  service  delivery,  poverty 
alleviation  and  building  sound  institutional  arrangements. 

Local  priorities  were  identified  as  part  of  the  IDP  review  process  which  is  directly  aligned  to  that 
of  the  national  and  provincial  priorities.  The  key  performance  areas  can  be  summarised  as 
follows  against  the  five  strategic  objectives: 


1 . Provision  of  quality  basic  services  and  infrastructure  which  includes,  amongst  others: 

o Provide  electricity; 
o Provide  water; 
o Provide  sanitation; 
o Provide  waste  removal; 
o Provide  housing; 
o Provide  roads  and  storm  water; 
o Provide  public  transport; 
o Provide  Municipality  planning  services;  and 
o Maintaining  the  infrastructure  of  the  Municipality. 

2.  Economic  growth  and  development  that  leads  to  sustainable  job  creation  by: 

o Ensuring  the  is  a clear  structural  plan  for  the  Municipality; 
o Ensuring  planning  processes  function  in  accordance  with  set  timeframes; 
o Facilitating  the  use  of  labour  intensive  approaches  in  the  delivery  of  services 
and  the  building  of  infrastructure. 

3.1  Fight  poverty  and  build  clean,  healthy,  safe  and  sustainable  communities: 

o Effective  implementation  of  the  Indigent  Policy; 

o Working  with  the  provincial  department  of  health  to  provide  primary  health  care 
services; 

o Extending  waste  removal  services  and  ensuring  effective  Municipality  cleansing; 
o Ensuring  all  waste  water  treatment  works  are  operating  optimally; 
o Working  with  strategic  partners  such  as  SAPS  to  address  crime; 
o Ensuring  save  working  environments  by  effective  enforcement  of  building  and 
health  regulations; 

o Promote  viable,  sustainable  communities  through  proper  zoning;  and 
o Promote  environmental  sustainability  by  protecting  wetlands  and  key  open 
spaces. 

3.2  Integrated  Social  Services  for  empowered  and  sustainable  communities 

o Work  with  provincial  departments  to  ensure  the  development  of  community 
infrastructure  such  as  schools  and  clinics  is  properly  co-ordinated  with  the 
informal  settlements  upgrade  programme 

4.  Foster  participatory  democracy  and  Batho  Pele  principles  through  a caring,  accessible 
and  accountable  service  by: 

o Optimising  effective  community  participation  in  the  ward  committee  system;  and 
o Implementing  Batho  Pele  tn  the  revenue  management  strategy. 

5.1  Promote  sound  governance  through: 

o Publishing  the  outcomes  of  all  tender  processes  on  the  municipal  website 

5.2  Ensure  financial  sustainability  through: 

o Reviewing  the  use  of  contracted  services 

o Continuing  to  implement  the  infrastructure  renewal  strategy  and  the  repairs  and 
maintenance  plan 

5.3  Optimal  institutional  transformation  to  ensure  capacity  to  achieve  set  objectives 

o Review  of  the  organizational  structure  to  optimize  the  use  of  personnel; 

In  line  with  the  MSA,  the  IDP  constitutes  a single,  inclusive  strategic  plan  for  the  Municipality. 
The  five-year  programme  responds  to  the  development  challenges  and  opportunities  faced  by 
the  Municipality  by  identifying  the  key  performance  areas  to  achieve  the  five  the  strategic 
objectives  mentioned  above. 


In  addition  to  the  five-year  IDP,  the  Municipality  undertakes  an  extensive  planning  and 
developmental  strategy  which  primarily  focuses  on  a longer-term  horizon;  15  to  20  years.  This 
process  is  aimed  at  influencing  the  development  path  by  proposing  a substantial  programme  of 
public-led  investment  to  restructure  current  patterns  of  settlement,  activity  and  access  to 
resources  in  the  Municipality  so  as  to  promote  greater  equity  and  enhanced  opportunity.  The 
strategy  specifically  targets  future  developmental  opportunities  in  traditional  dormitory 
settlements.  It  provides  direction  to  the  Municipality’s  IDP,  associated  sectoral  plans  and 
strategies,  and  the  allocation  of  resources  of  the  Municipality  and  other  service  delivery 
partners. 

This  development  strategy  introduces  important  policy  shifts  which  have  further  been 
translated  into  seven  strategic  focus  areas/objectives  as  outlined  below: 

• Developing  dormant  areas; 

• Enforcing  hard  development  lines  - so  as  to  direct  private  investment; 

• Maintaining  existing  urban  areas; 

• Strengthening  key  economic  clusters; 

• Building  social  cohesion; 

• Strong  developmental  initiatives  in  relation  to  the  municipal  institution  as  a whole; 
and 

• Sound  financial  fundamentals. 

Lessons  learned  with  previous  IDP  revision  and  planning  cycles  as  well  as  changing 
environments  were  taken  into  consideration  in  the  compilation  of  the  fourth  revised  IDP, 
including: 

• Strengthening  the  analysis  and  strategic  planning  processes  of  the  Municipality; 

• Initiating  zonal  planning  processes  that  involve  the  communities  in  the  analysis  and 
planning  processes.  More  emphasis  was  placed  on  area  based  interventions,  within 
the  overall  holistic  framework; 

• Ensuring  better  coordination  through  a programmatic  approach  and  attempting  to  focus 
the  budgeting  process  through  planning  interventions;  and 

• Strengthening  performance  management  and  monitoring  systems  in  ensuring  the 
objectives  and  deliverables  are  achieved. 


The  2016/17  MTREF  has  therefore  been  directly  informed  by  the  IDP  revision  process  and  the 
following  tables  provide  a reconciliation  between  the  IDP  strategic  objectives  and  operating 
revenue,  operating  expenditure  and  capital  expenditure. 


Table  25  MBRR  Table  SA4  • Reconciliation  between  the  IDP  strategic  objectives  and  budgeted 
revenue 


Stratagk  Ob|*ctlve 


2012/13  2013/14  2014/15 


Current  Y«ar  2015/18 


HC073  Emthonjonl  * Supporting  Tablo  SA4  Reconcillation  of  IDP  atrateglc  objoctWos  ond  budgot  (revenuo) 


2018/17  MtdJum  Tarm  R*v*nu*  & 
Expendltur*  Frimeworh 


Auditod  Audlted  AudJled  Orlglttil  Adjutled  Full  Y«ar  Budget  Year  Budget  Yeer  Budgei  Year 
Outcome  Outcom*  Outcome  Budget  Budget  Forec«t  2018/17  +1  2017/18  +2  2018/19 


To  eontnuously  revlew  350  390  371  456  377  377 

nccountnbl*  ond 

Onnspnrent 

govefnance  processe*  as  per 
tia  Risfc  Bneed  Audrt  Plan 
(RBAP) 


Promote  iie  aqurtabte  cronion 
and  distnbulon  of  wenJte  in 
tee  Emteenjeni  municipal  eree 


Provojon  ol  occest  to  pD 
bnaic  seivices  rendered  to 
residentr  wrthm  nvmtabte 
resouicea 


Provision  ol  nccest  to  nN 
basic  servtces  rendered  to 
rnsidenb  wlthm  ovaitebte 
msourcet 


Mmntoining  a Innncinlly 
sutteinnble  and  vtebte 
munrcipabty 


Mnmtoming  a Inancmlfy 
tuttomnbte  and  vtebte 
municipatrty 


To  promoto  LEO.  SMME's  nnd 
trxjtism,  supporl  emerging 
termers  and  reduce 
unemploymentnnd  poveny  rn 
Ihe  munidpnl  aree 


To  provide  nll  communiles 
qualrty  water,  snnitabon  nnd 
tafusa  mannge  clemand  and 
maintntn  ex  istng  InlTastuctore 


To  upgrnde  and  mnmlam  rond 
inhastuctore 


To  provide  a qualily  eiectocity 
tuppiy,  mnnage  domnnd  nnd 
mnintain  exblng  Jnlastajctare 


To  render  a slatagic  Inancial 
manogemeni  services  to 
EmVmnjeni  Municipaliiy 


To  strengtoen  and  imptemant 
Inanctel  and  attel  manngemenl 
witain  EmtianjenJ  MunicJpaliiy 


Mnmtoming  a flnnncialfy 
sustemotote  nnd  vinbte 
municipebty 


Devwopment  ond 
transtormoion  of  tie  tnsltolon 
w iti  ta*  nim  of  capacitelng 
tho  municipalty  m meeing 
their  objecivae 


Mumctoal  T ranstormaton  ond 
Insttotaonal  Davelopment 


Promota  iie  equitabto  creaion 
nnd  dtetaibulon  of  weaJti  in 
«he  Emtoanjeni  municipal  oreo 


Promoto  iie  equitabte  creoion 
and  dtsttbuion  of  weorth  tn 
Cvo  Emtoonjeni  municipal  oreo 


Conttbute  to  tie  developmenl 
and  protoclon  of  tie  rfgbta 
and  need*  of  all  resJdenb 
w itt  a partculor  tocus  on  too 
poor 


To  imptomenttie  Suppiy  Cbom 
Managemanl  policy  toat  is  tar 
eqtntabte.  taanxporent 
compellve  and  cost  eflbctve 


T o kmptement  flnnnctal  retorms 
as  required  per  MFMA 


To  mointmn  a copocitotad 
municipalrty , ocbieve 
Empfoymenl  Equity  tnrgeta. 
devetop  human  resources  nnd 
comply  to  requeed  legistataon 


T o upgrade  ond  mnmtetn 
municipal  buikbngs  and  olflces 


To  promote  LEO.  SMME'S  and 
tourism,  support  emergrng 
farmora  and  reduce 
unemptoymonland  poveny  in 
ite  municipal  area 


Contabute  to  tie  creataoo  of  T o prov  ida  laOc  serv  icet  m 
c omm  umdes  w here  rea  kjents  tormsolttetegislalon, 
and  v rsitors  can  w ork , liv  e aw  arenest  and  taaming  to  ti* 
and  play  wlthout  tareot  to  communrty , law  enforcomenL 
themsehres  or  taeir  properles  road  satoty  porlcipataon  ond  Cra 
protecton  services  witartn  tae 
municipat  area 


AllocaUone  to  other  prlorlties 


Total  Revenua  (etcludlng  caplla)  transfers  and  conlrlbutlons) 


217  S80  224  687  349  014 


Table  26  MBRR  Table  SA5  - Reconciliation  between  the  IDP  strategic  objectives  and 
budgeted  operating  expenditure 


NC073  Eimhenjsnl  Supporllno  T«bl»  SA3  Reconcll>et*Qn  o»  IOP  elref  qlc  obi»ctlvee  and  budQ»t  (pp*ratlnp  «np«ndHur») 


Stralafllc  Objectlve 


. '•,4!  « p 


AJIocetlone  to  other  prtortlte* 


Total  Enp 


Table  28  MBRR  Table  SA6  - NC073  Emthanjeni  - Supporting  Table  SA6  Reconciliation  of 
IDP  strategic  objectives  and  budget  (capitai  expenditure) 


NCQ73  Emthanjeni  * Supporting  Table  SA6  Reconcitiation  of  IDP  strategic  objectives  and  budget  fcapital  expenditure} 


Strategic  Objedlve 


To  provHie  all 
communites  quabty 
water  manage  demand 
and  maintain  eiislng 
mlasflucture 


Prov  is»n  of  access  to  all  To  upgrade  and  maintain 
basic  setvices  rendered  b road  infrastructue 
resident  wiliin  availabfe 
resources 


Prov  ision  ol  access  b all  To  provide  all 
basic  services  rendered  k>  communifees  quaJily 
res  KtenB  withinavailable  saniialonmanage 

resources  demand  and  maintain 


demand  and  maintain 
en  isting  inTaslucture 


Mamtainmg  a Inancially  To  render  a skalegic 

sustainabte  and  viable  financial  management 

municipality  services  toEmlhanjeni 

Miinecipality 


Mamtaming  a financialty  To  skengtien  and 
s ustainabte  and  v iaɓle  im  plement  financ  ial  and 

mun  ic  ipality  as  set  m anagement 

wiftin  Emlianjeni 
Municipalily 


Conribute  b ihe  creaton  ol  To  provide  taftc 
communifes  where  serv  ices  m terms  of  tie 
residente  and  visiters  can  legislation,  awareness 
work  iv  e and  pfay  without  and  taining  b tie 
threat  te  themsefves  or  their  community  law 
propenes  enbrcemenl  road  salely 

partcipation  and  fire 
proteclon  services 
within  the  municipal  area 


To  upgrade  and  mamtain 
municipal  buildings  and 
ofices 


Provisnnof  access  balf  Toprovkteall 

basc  services  rendered  b commumties  sustainabte 

residents  within  availabte  electiciiy  and  b manage 

resources  electicly  increased 

demand  witiin  the 
cunenl  intastucture 


Tofacilitate 
empowermentof 
women  youth 
devefopmeni  poverty 
ailev  ialon  and  create 
opportuniles 


Toconbnuously  review 
the  accountable  and 
tansparent 

govemance  pmcesses 
as  per  the  Risk  Based 
Audil  Plan  (RBAP) 


Promote  representabve 
govemance  through  the 
sustainable  utlisaton  of 
avatlabte  resources  in 
consultation  wilh  the 
resktenS  of  Emtfianjem 
municipality 


Allocations  to  other  prlorlties 


Total  Capital  Expenditure 


2012/13 

2013/14 

2014/15 

Audlted 

Audited 

Audlted 

Outcome 

Outcome 

Outcome 

5195 

9 970 

6 481 

n 2016/17  Medium  Term  Revenue  4 

Current  Year  2015/16 

Expenditure  Framework 


Adjusted  Full  Year  Budget  Year  Budget  Year  Budget  Year 
Budget  Forecast  2016/17  +1 2017MB  +22016/19 


5 400  4 601  2049 


13  721  | 21  552  | 14  t94  67  344  19  121  19  121  20  739  I 20  405  I 22  006 


Supporting  Table  SA7  Measureable  performance  objectives 

NC073  Emthanlenl  • Supportlng  Table  SA7  Measureable  performance  oblectlves 


Voti  1 - EMcetive  and  Coundl 


FufidJon  1 * Govwnanco 

Sub-funetion  1 - Offlu  of  th« 

Tot>«an  ecutive  cou\ctt  by  taading  and 

To  continuouslv  revlew  the  ettountable 


Sub4uncdon  2 ■ Coundl 

Ltevettp  /Tisfc  based  audJf  ptan  antf  submt  10  ~ RBAP  tubmilted  lo  r*e 
Submlt  querterly  pertormince  reports  ito  No  oi  pertormince 


Sub-funcdon  3 - tntfnel  eudlt  Sectlon 
utxnrf  quaftenr  p&lommct  rtports  rfo  oT  l/w  No  ofp«farm»Ke 
Implement  publJc  educfPon  umpelgnt  on  |No  of  educaton 


Funcdon  2 • Locd  ieonomlc 


Stategy  approvsd 
Canmittee  etbfcfishad 


commlttee  lCcrnmittee  etbfcfis 


| Sub-funcdon  1 - PublJc  Seletv 

n somrfiunty  satety  pians  m Number  ol  plant 

Inepect  end  atteit  Infrattructure  and  rote  Number  of  reportt 


Vote  2 - Flnince  and  Adtnln 


Functlon  1 - Dlrectorata  Chiaf  Flnandal 


ubmjt  me  annua)  irnanct#  statmwts  ɓy  rne  ] Sbtamente  tubmitbd 


Montiily  ftnanclal  repoiUng  to  counctl 


Sub4uncdon  2 - Flnandal  Servtoa* 


Lompjratun  ot  a Hevenue  fcone ncemeof 


Sub-function  3 *Atf«tm«nt  RMm 

Valutoon  Roll  compteted 

Comptart  tt io  Supptemantary  Vsuuatm  flor/  by 

Propari  tnd  fubmlt  thi  adju»tm*nti 

Approvtd  matn  & 

Funetlon  2 • Publk  Partidpatlon 


SubdUnenon  1 - DCCDS 


I mm 


Sub4unctlon  2 -Publlc  Safety 

tncrvas*  capactty  ot  tratfc  swvices  to  N umber  ol  ctaS  oppdnted 

Road  eafaty  awareneai  campalgni  held  Jn  Number  of  campagnc 


5ub-function  3 • Communtty  Servfcei 
'artiapaiB  m annuaf  Natonat  AjmeAJtva  Numbflrofjomt 
Speed  taw  enlprzemert  \dmct  pros  ocvticn)  u ol  entjrconed 


Function  1 - Inbittnicture  Servlcef 
Sub-functlon  1 -Olrectonte 

PtovnJe  consjderef  jon  fdecrsions ) on  bujtomg  — % bolding  ptani 
tmplement  the  De  Aar  and  Hanover Number  ol  tites  carviced 


Sub-funetlon  2 • Water 


imptemwtahcn  ot  tha  WIWUM  ptqoct  tunaea  % ol  approv  od  proiecl 


ent  the  approved  malntanance  budget  |%olapprovBd 


l.'J'Ml.HMII.'III.MI.IIIII.I.'.rW 


F unction  2 • Watte  Watar  Minaoe  ment 


Sub4unctlon  1 • Watta  Watar 


i»uOmjf  Pusewsi  pian  to  counct  by  enct  juna 


Spent  the  approved  malntenanca  budget 


5ub4unction  2 • Road  Trantport 


Spent  the  approved  miintanance  budgat 


Sub-function  3 * Infrattructural 


suDrnft  iosmess  pran  lo  m\t  oy 


ectnuty  Ktaster  ptan 


F:TiM  M4.iMi'.T  ii  t 


Buemeu  plan  submiltod 
%of  approvad 


Bosirms  plan  submifed 
Completed  plan 


4 0% 

40% 

4 0% 

4 0% 

40% 

4 0% 

90% 

90% 

30% 

30% 

20% 

20% 

4 0% 

40% 

20% 

2\1% 

30% 

30% 

50% 

50% 

2.3  Measurable  performance  objectives  and  indicators 

Performance  Management  is  a system  intended  to  manage  and  monitor  service  delivery 
progress  against  the  identified  strategic  objectives  and  priorities.  In  accordance  with  legislative 
requirements  and  good  business  practices  as  informed  by  the  National  Framework  for 
Managing  Programme  Performance  Information,  the  Municipality  has  developed  and 
implemented  a performance  management  system  of  which  system  is  constantly  refined  as  the 
integrated  planning  process  unfolds.  The  Municipality  targets,  monitors,  assess  and  reviews 
organisational  performance  which  in  turn  is  directly  linked  to  individual  employee’s 
performance.  I 


At  any  given  time  within  government,  information  from  multiple  years  is  being  considered; 
plans  and  budgets  for  next  year;  implementation  for  the  current  year;  and  reporting  on  last 
year's  performance.  Although  performance  information  is  reported  publicly  during  the  last 
stage,  the  performance  information  process  begins  when  policies  are  being  developed,  and 
continues  through  each  of  the  planning,  budgeting,  implementation  and  reporting  stages.  The 
planning,  budgeting  and  reporting  cycle  can  be  graphically  illustrated  as  follows: 


Overslght 

by  Pariiament,  provincfal  legislature  or  municipai  council 

m 

Y 


Policy  deveiopment 


Identify  desired  impacts 


Assess  and  adjust 


Strategic 

planning 


Specify  performance 
indicators 


Monitor  and  take 
corrective  action 


INSTITUTION 


natlonal  deportmont 
provlnclal  dopartment 
munlclpalfty 
publfc  ontlty 
munlcfpol  ontlty 

4 ' " 'v  2^^* 

Implementation  and 
In-year  reportfng 


Operatlonal 
planning  and 
budgeting 


Set  targets  and 
atlocate  resources 


Figure  2 Planning,  budgeting  and  reporting  cycle 


The  performance  of  the  Municipality  relates  directly  to  the  extent  to  which  it  has  achieved 
success  in  realising  its  goals  and  objectives,  complied  with  legislative  requirements  and 
meeting  stakeholder  expectations.  The  Municipality  therefore  has  adopted  one  integrated 
performance  management  system  which  encompasses: 


• Planning  (setting  goals,  objectives,  targets  and  benchmarks); 

• Monitoring  (regular  monitoring  and  checking  on  the  progress  against  plan); 

• Measurement  (indicators  of  success); 

• Review  (identifying  areas  requiring  change  and  improvement); 

• Reporting  (what  information,  to  whom,  from  whom,  how  often  and  for  what  Purpose); 
and 

• Improvement  (making  changes  where  necessary). 


The  performance  information  concepts  used  by  the  Municipality  in  its  integrated  performance 
management  system  are  aligned  to  the  Framework  of  Managing  Programme  Performance 
Information  issued  by  the  National  Treasury: 


The  developmenial  results  of  achievmg 
specific  outcomes 


What  we  aim  to  change? 

The  medium-term  results  for  speciftc 
beneficianeslhat  arethe  consequence  cf 
achieving  speciftc  outputs 

What  we  wish  to  achieve? 

The  fmal  products,  or  goois  and 
services  produced  for  oelivery 


What  we  produce  or  deliver? 

The  processes  or  actions  that  use  a 
range  of  inputs  to  produce  the  desired 
outputs  and  ultimately  outcomes 

What  we  do? 

The  resources  thal  contnbute  to 
the  production  and  deliveiy  of 
outputs 

What  we  use  to  do  the  work? 


OUTCOMES 

OUTPUTS 


ACTIVITIES 


INPUTS 


Managetowards 


Figure  3 Definition  of  performance  information  concepts 

The  following  table  provides  the  main  measurable  performance  objectives  the  municipality 
undertakes  to  achieve  this  financial  year. 


The  following  table  sets  out  the  municipalities  main  performance  objectives  and 
benchmarks  for  the  2016/17  MTREF. 


Llouldltv 

Current  Ralo 

Cuttont  Dobbrs  Coloclon 
Rab  {Cash  receipbS  of 
Roppoyer  & Otv  r 
revenue) 


OubtandingDebbrsto  TotalOufctondingDebbrs 

Revonue  b Annual  Revenue 


Longstandng  Oebtors  Dobbrs  > 12  Mtis 

Reoovered  Recovered/Totol  Debtors 
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Creditor*  Manaaement 


Credlbrs  Systom 
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Credtbrs  to  Cosh  and 
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5 2%  6 3%  5 8%  7 0%  8 0%  0 0% 
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2.4  Performance  indicators  and  benchmarks 


2.4.1  Borrowing  Management 

Capital  expenditure  in  local  government  can  be  funded  by  capital  grants,  own-source  revenue 
and  long  term  borrowing.  The  ability  of  a municipality  to  raise  long  term  borrowing  is  largely 
dependent  on  its  creditworthiness  and  financial  position.  As  with  all  other  municipalities, 
Emthanjeni’s  borrowing  strategy  is  primarily  informed  by  the  affordability  of  debt  repayments. 
The  structure  of  the  Municipality’s  debt  portfolio  is  dominated  by  annuity  loans.  The  following 
financial  performance  indicators  have  formed  part  of  the  compilation  of  the  2016/17  MTREF: 

• Borrowing  to  asset  ratio  is  a measure  of  the  long-term  borrowing  as  a percentage  of  the 
total  asset  base  of  the  municipality.  The  ratio  will  remain  at  0 throughout  the  MTREF 
due  to  the  fact  that  the  municipality  will  pay  off  the  final  instalment  of  its  long  term 
borrowing  during  2015/16  financial  year.  The  municipality  also  has  not  planned  to  enter 
into  any  long  term  debt  during  the  2016/17  MTREF. 

• Capital  charges  to  operating  expenditure  are  a measure  of  the  cost  of  borrowing  in 
relation  to  the  operating  expenditure.  It  can  be  seen  that  the  cost  of  borrowing  has 
fluctuated  from  2.9  per  cent  in  2016/17,  2.6  per  cent  in  2017/18  and  2.9  per  cent  in 
2017/18.  This  represents  an  increase  as  during  the  2015/16  this  ratio  is  at  2.1  percent 
this  due  to  the  municipality  entering  into  a lease  for  infrastructural  vehicles  which 
increases  interest  expense. 


In  summary,  various  financial  risks  could  have  a negative  impact  on  the  future  borrowing 
capacity  of  the  municipality.  In  particular,  the  continued  ability  of  the  Municipality  to  meet  its 
revenue  targets  and  ensure  its  forecasted  cash  flow  targets  are  achieved  will  be  critical  in 
meeting  the  repayments  of  the  debt  service  costs. 


2.4.2  Safety  of  Capital 

• The  debt-to-equity  ratio  is  a financial  ratio  indicating  the  relative  proportion  of  equity 
and  debt  used  in  financing  the  municipality’s  assets.  The  indicator  is  based  on  the  total 
of  loans,  creditors,  over  final  and  tax  provisions  as  a percentage  of  funds  and  reserves. 
During  the  2016/17  financial  year  the  ratio  deteriorated  to  a level  0.1  per  cent. 

• The  gearing  ratio  is  a measure  of  the  total  long  term  borrowings  over  funds  and 
reserves.  Between  2012/13  and  2018/19  the  gearing  ratio  peaked  at  0.0  per  cent.  This 
was  primarily  a result  of  the  increased  borrowing  levels  and  decreasing  funds  and 
reserves.  While  the  gearing  ratio  remain  constant  in  the  2016/17  financial  year,  the 
medium  term  strategy  is  to  steadily  increase  the  gearing  ratio  to  a level  that  does  not 
exceed  5 per  cent  as  a prudential  limit. 


2.4.3Liquidity 

Current  ratio  is  a measure  of  the  current  assets  divided  by  the  current  liabilities  and  as 
a benchmark  the  Municipality  has  set  a limit  of  1 , hence  at  no  point  in  time  shoufd  this 
ratio  be  less  than  1.  For  the  2016/17  MTREF  the  current  ratio  is  3.5  in  the  2016/17 
financial  year.  Going  forward  it  will  be  necessary  to  maintain  these  levels. 


The  liquidity  ratio  is  a measure  of  the  ability  of  the  municipality  to  utilize  cash  and  cash 
equivalents  to  extinguish  or  retire  its  current  liabilities  immediately.  Ideally  the 
municipality  should  have  the  cash  and  cash  equivalents  on  hand  to  meet  at  least  the 
current  liabilities,  which  should  translate  into  a liquidity  ratio  of  1.  Anything  below  1 
indicates  a shortage  in  cash  to  meet  creditor  obligations.  For  the  2016/17  financial  year 
the  ratio  was  0.3  and  as  part  of  the  financial  planning  strategy  it  has  be«n  increased  to 
0.4  in  the  2017/18  financial  year.  This  needs  to  be  considered  a pertirjent  risk  for  the 


municipality  as  any  under  collection  of  revenue  will  translate  into  serious  financial 
challenges  for  the  Municipality.  As  part  of  the  longer  term  financial  planning  objectives 
this  ratio  will  have  to  be  set  at  a minimum  of  1 . 


2.4.4Revenue  Management 

As  part  of  the  financial  sustainability  strategy,  an  aggressive  revenue  management 
framework  has  been  implemented  to  increase  cash  inflow,  not  only  from  current  billings 
but  also  from  debtors  that  are  in  arrears  in  excess  of  90  days.  The  intention  of  the 
strategy  is  to  streamline  the  revenue  value  chain  by  ensuring  accurate  billing,  customer 
service,  credit  control  and  debt  collection.  A Debt  Collection  firm  has  been  appointed  to 
recover  arrear  monies  from  consumers. 


2.4.5Creditors  Management 

The  Municipality  has  managed  to  ensure  that  creditors  are  settled  within  the  legislated 
30  days  of  invoice.  While  the  liquidity  ratio  is  of  concern,  by  applying  daily  cash  flow 
management  the  municipality  has  managed  to  ensure  a 100  per  cent  compliance  rate 
to  this  legislative  obligation.  This  has  had  a favourable  impact  on  suppliers’  perceptions 
of  risk  of  doing  business  with  the  Municipality,  which  is  expected  to  benefit  the 
Municipality  in  the  form  of  more  competitive  pricing  of  tenders,  as  suppliers  compete  for 
the  Municipality’s  business. 


2.4.60ther  Indicators 

The  electricity  distribution  losses  has  decreased  from  14.8  per  cent  in  the  2012/13 
financial  year  to  10.5  per  cent  in  2018/19.  The  initiatives  to  ensure  these  targets  are 
achieved  include  managing  illegal  connections  and  theft  of  electricity  by  rolling  out 
smart  metering  systems,  including  prepaid  meters,  and  the  hiring  of  a meter  readers 
that  prevent  increasing  illegal  connections. 

The  water  distribution  losses  have  been  significantly  reduced  from  19.2  per  cent  in 
2012/13  to  14.5  per  cent  in  2018/19.  This  has  been  achieved  with  the  introduction  of  a 
water  leakage  report  and  action  centre.  Various  awareness  programmes  are  unfolding 
to  reduce  these  losses  and  also  to  repair  these  leakages. 

Employee  costs  as  a percentage  of  operating  revenue  decreases  over  the  MTREF. 
This  is  primarily  owing  to  the  high  increase  in  bulk  purchases  which  directly  increase 
revenue  levels,  as  well  as  increased  allocation  relating  to  operating  grants  and 
transfers. 

Similar  to  that  of  employee  costs,  repairs  and  maintenance  as  percentage  of  operating 
revenue  is  also  decreasing  owtng  directly  to  cost  drivers  such  as  bulk  purchases 
increasing  far  above  inflation.  In  real  terms,  repairs  and  maintenance  has  increased  as 
part  of  the  Municipality's  strategy  to  ensure  the  management  of  its  asset  base. 


2.5  Free  Basic  Services:  basic  social  services  package  for  indigent  households 

The  social  package  assists  residents  that  have  difficulty  paying  for  services  and  are  registered 
as  indigent  households  in  terms  of  the  Indigent  Policy  of  the  Municipality.  With  the  exception 
of  water,  only  registered  indigents  qualify  for  the  free  basic  services. 

For  the  2015/16  financial  year  3 334  registered  indigents  have  been  provided  for  in  the  budget 
with  this  figured  increasing  to  almost  4 000  by  2016/17.  In  terms  of  the  Municipality’s  indigent 
policy  registered  households  are  entitled  to  8k£  free  water,  50  kwh  of  electricity,  sanitation  and 
free  waste  removal  once  a week,  as  weil  as  a discount  on  their  property  rates. 

Further  detail  relating  to  the  number  of  households  receiving  free  basic  services,  the  cost  of 
free  basic  services,  highest  level  of  free  basic  services  as  well  as  the  revenue  cost  associated 
with  the  free  basic  services  is  contained  in  Table  27  MBRR  A10  (Basic  Service  Delivery 
Measurement). 


Note  that  the  number  of  households  in  informal  areas  that  receive  free  services  and  the  cost  of 
these  services  (e.g.  the  provision  of  water  through  stand  pipes,  water  tankers,  etc)  are  not 
taken  into  account  in  the  table  noted  above. 


2.6  Providing  clean  water  and  managing  waste  water 

The  Municipality  is  the  Water  Services  Authority  for  the  entire  municipality  in  terms  of  the 
Water  Services  Act,  1 997  and  acts  as  water  services  provider. 

The  Department  of  Water  Affairs  conducts  an  annual  performance  rating  of  water  treatment 
works,  presenting  a Blue  Drop  or  Green  Drop  award  respectively  to  potable  water  treatment 
works  and  waste  water  treatment  works  that  meet  certain  criteria  of  excellence. 

Emthanjeni  Municipality  is  striving  to  obtain  fuil  Blue  Drop  status  in  2016/17,  indicating  that  the 
Municipality’s  drinking  water  is  of  exceptional  quality. 

The  following  is  briefly  the  main  challenges  facing  the  Municipality  in  this  regard: 

• The  infrastructure  at  most  of  the  waste  water  treatment  works  is  old  and  insufficient  to 
treat  the  increased  volumes  of  waste  water  to  the  necessary  compliance  standard; 

• Shortage  of  skilled  personnel  makes  proper  operations  and  maintenance  difficult; 

• Electrical  power  supply  to  some  of  the  plants  is  often  interrupted  which  hampers  the 
purification  processes;  and 

2.7  Overview  of  budget  related-policies 

The  Municipality’s  budgeting  process  is  guided  and  governed  by  relevant  legislation, 
frameworks,  strategies  and  related  policies. 


2.7.1  Review  of  credit  control  and  debt  collection  procedures/policies 

The  Collection  Policy  as  approved  by  Council  in  May  2015.  While  the  adopted  policy  is 
credible,  sustainable,  manageable  and  informed  by  affordability  and  value  for  money  there  has 
been  a need  to  review  certain  components  to  achieve  a higher  collection  rate.  Some  of  the 
possible  revisions  will  include  the  lowering  of  the  credit  periods  for  the  down  payment  of  debt. 
In  addition  emphasis  will  be  placed  on  speeding  up  the  indigent  registration  process  to  ensure 
that  credit  control  and  debt  collection  efforts  are  not  fruitlessly  wasted  on  these  debtors. 

As  most  of  the  indigents  within  the  municipal  area  are  unable  to  pay  for  municipal  services 
because  they  are  unemployed,  the  Integrated  Indigent  Exit  Programme  aims  to  link  the 
registered  indigent  households  to  development,  skills  and  job  opportunities.  The  programme 
also  seeks  to  ensure  that  all  departments  as  well  as  external  role  players  are  actively  involved 
in  the  reduction  of  the  number  of  registered  indigent  households. 

The  2016/17  MTREF  has  been  prepared  on  the  basis  of  achieving  an  average  debtors’ 
collection  rate  of  96  per  cent  on  current  billings.  In  addition  the  collection  of  debt  in  excess  of 
90  days  has  been  prioritised  as  a pertinent  strategy  in  increasing  the  Municipality's  cash  levels. 
In  addition,  the  potential  of  a payment  incentive  scheme  is  being  investigated  and  if  found  to  be 
viable  will  be  incorporated  into  the  policy.  The  policy  is  currentfy  being  revised. 


2.7.2  Asset  Management,  Infrastructure  Investment  and  Funding  Policy 


A proxy  for  asset  consumption  can  be  considered  the  level  of  depreciation  each  asset  incurs 
on  an  annual  basis.  Preserving  the  investment  in  existing  infrastructure  needs  to  be 
considered  a significant  strategy  in  ensuring  the  future  sustainability  of  infrastructure  and  the 
Municipality’s  revenue  base.  Within  the  framework,  the  need  for  asset  renewal  was 
considered  a priority  and  hence  the  capital  programme  was  determined  based  on  renewal  of 
current  assets  versus  new  asset  construction. 


Further,  continued  improvements  in  technology  generally  allows  many  assets  to  be  renewed  at 
a lesser  'real’  cost  than  the  original  construction  cost.  Therefore,  it  is  considered  prudent  to 
allow  for  a slightly  lesser  continual  level  of  annual  renewal  than  the  average  annual 
depreciation.  The  Asset  Management,  Infrastructure  and  Funding  Policy  is  therefore 
considered  a strategic  guide  in  ensuring  a sustainable  approach  to  asset  renewal,  repairs  and 
maintenance  and  is  utilised  as  a guide  to  the  selection  and  prioritisation  of  individual  capital 
projects.  In  addition  the  policy  prescribes  the  accounting  and  administrative  policies  and 
procedures  relating  to  property,  plant  and  equipment  (fixed  assets).  The  policy  is  currently 
being  revised. 

2.7.3  Budget  Adjustment  Policy 

The  adjustments  budget  process  is  governed  by  various  provisions  in  the  MFMA  and  is  aimed 
at  instilling  and  establishing  an  increased  level  of  discipline,  responsibility  and  accountability  in 
the  financial  management  practices  of  municipalities.  To  ensure  that  the  Municipality 
continues  to  deliver  on  its  core  mandate  and  achieves  its  developmental  goals,  the  mid-year 
review  and  adjustment  budget  process  will  be  utilised  to  ensure  that  underperforming  functions 
are  identified  and  funds  redirected  to  performing  functions.  The  policy  is  currently  being 
revised. 


2.7.4Supply  Chain  Management  Policy 

The  Supply  Chain  Management  Policy  was  adopted  by  Council  in  September  2007.  An 
amended  policy  has  been  approved  by  council  on  the  31  May  2016.  The  policy  ts  currently 
being  revised. 

2.7.5  Budget  and  Virement  Policy 

The  Budget  and  Virement  Policy  aims  to  empower  senior  managers  with  an  efficient  financial 
and  budgetary  amendment  and  control  system  to  ensure  optimum  service  delivery  within  the 
legislative  framework  of  the  MFMA  and  the  Municipality’s  system  of  delegations.  The  Budget 
and  Virement  Policy  was  approved  by  Council  in  May  2009  and  was  amended  during  May 
2014  in  respect  of  both  Operating  and  Capital  Budget  Fund  Transfers.  An  amended  policy  has 
been  approved  by  council  on  the  31  May  2016.  The  policy  is  currently  being  revised. 

2.7.6  Cash  Management  and  Investment  Policy 

The  Municipality’s  Cash  Management  and  Investment  Policy  was  amended  by  Council  in  May 
2015.  The  aim  of  the  policy  is  to  ensure  that  the  Municipality’s  surplus  cash  and  investments 
are  adequately  managed,  especially  the  funds  set  aside  for  the  cash  backing  of  certain 
reserves.  The  policy  details  the  minimum  cash  and  cash  equivalents  required  at  any  point  in 
time  and  introduce  time  frames  to  achieve  certain  benchmarks.  An  amended  policy  has  been 
been  approved  by  council  on  the  31  May  2016.  The  policy  is  currently  being  revised. 


2.7.7  Tariff  Policies 

The  Municipality’s  tariff  policies  provide  a broad  framework  within  which  the  Council  can 
determine  fair,  transparent  and  affordable  charges  that  also  promote  sustainable  service 
delivery.  The  policies  have  been  approved  on  various  dates  and  a consolidated  tariff  policy  is 
envisaged  to  be  compiled  for  ease  of  administration  and  implementation  of  the  next  two  years. 
An  amended  policy  has  been  approved  by  council  on  the  31  May  2016.  The  policy  is  currently 
being  revised. 

2.7.8  Financial  Modelling  and  Scenario  Planning  Policy 

The  Financial  Modelling  and  Scenario  Planning  Policy  has  directly  informed  the  compilation  of 
the  2016/17  MTREF  with  the  emphasis  on  affordability  and  long-term  sustainability.  The  policy 
dictates  the  approach  to  longer  term  financial  modelling.  The  outcomes  are  then  filtered  into 
the  budget  process.  The  model  and  scenario  planning  outcomes  are  taken  to  Council  every 
November  and  then  translate  into  recommendations  for  the  budget  guidelines  that  inform  the 
compilation  of  the  next  MTREF.  One  of  the  salient  features  of  the  policy  is  the  emphasis  on 
financial  sustainability.  Amongst  others,  the  following  has  been  modelled  as  part  of  the 
financial  modelling  and  scenario  planning  process: 

• Approved  2015/16  Adjustments  Budget; 

• Cash  Flow  Management  Interventions,  Initiatives  and  Strategies  (including  the 
cash  backing  of  reserves); 

• Economic  climate  and  trends  (i.e  Inflation,  household  debt  levels,  indigent 
factors,  growth,  recessionary  implications); 

• Loan  and  investment  possibilities; 

• Performance  trends; 

• Tariff  Increases; 

• The  ability  of  the  community  to  pay  for  services  (affordability); 

• Policy  priorities; 

• Improved  and  sustainable  service  delivery;  and 

• Debtor  payment  levels. 

All  the  above  policies  are  available  on  the  Municipality’s  website,  as  well  as  the  following 

budget  related  policies: 

• Property  Rates  Policy; 

• Funding  and  Reserves  Policy; 

• Borrowing  Policy; 

• Budget  Policy;  and 

• Basic  Social  Services  Package  (Indigent  Policy). 


The  policy  is  currently  being  revised. 


2.80verview  of  budqet  assumptions 


The  following  assumptions  were  crucial  and  determining  factors  during  the  budget 
process  and  the  preparations  of  the  budget. 

ASSUMPTIONS 


> National  Treasury  direction  or  guidelines  on  budget  increases  that  must  be  in  line  with 
the  macro-economic  strategy  as  reflected  in  the  MFMA  Budgetary  Circular  78  and  79. 

> Inflation  is  just  within  the  Reserve  Bank  parameter  of  6%  but  it  does  not  really  reflect 
the  real  price  increases  on  the  ground. 

> NERSA  tariff  increase  guideline  stated  that  municipalities  should  budget  for  increases 
of  7.64%  . The  average  increment  will  be  as  from  01  July  2016  which  , will  not  only 
have  a direct  impact  on  the  sale  and  procurement  of  electricity  but  on  price  hikes  in 
general. 

> The  current  situation  at  ESKOM  is  also  contributing  to  the  uncertainties  and 
uncontrolable  factors  experienced  by  South  Africans  as  a whole. 

> Salary  increases  for  the  next  Financial  Year  are  estimated  at  6%  as  per  SALGBC 
circular. 

> Apart  from  the  normal  salary  increments,  Medical  Aid  Employer  contribution  increments 
will  be  between  6%  and  9%.  This  places  a heavier  financial  burden  on  the  revenue 
sources  and  impacts  on  the  tariff  calculations  as  a whole. 

> General  increases  in  purchasing  or  cost  price  of  normal  items  increase  on  average 
between  8-15  % in  comparison  with  the  same  period  last  year. 

> The  weak  Rand,  Foreign  Exchange  Rate  and  the  increase  in  Oil  prices  are  also  not 
favourable  to  the  current  economic  outlook. 

> The  macro-  economic  outlook  impacts  not  only  directly  on  municipalities  but  forces 
municipalities  to  operate  within  their  budgetary  means.  Expenditure  control  will  be  a 
major  controlling  factor  for  the  years  to  come. 

> Repair  and  maintenance  costs,  together  with  labour  costs  of  repairing  municipal  assets, 
also  fall  victim  of  the  huge  price  hikes  which  need  to  be  taken  into  consideration.  This  is 
an  area  where  much  more  investment  will  be  required  over  the  next  few  years. 

FORECASTING  OF  REVENUE  AND  EXPENDITURE 
2.  REVENUE 


1.1.  RATES  AND  TAXES 

o Tariffs  will  increase  and  decrease  depending  on  the  valuation  of  the  property. 
o onservatively  an  increment  of  6 % for  properties  is  being  anticipated,  but  the 
main  levy  driver  will  be  the  valuation  of  properties.  Various  categories  of 
properties  are  being  levied  differently. 


1.2.  ELECTRICITY 

o Electricity  Tariffs  will  increase  on  a total  average  between  7.6%  for  the  block 
of  0-350  kWh  and  7.64%  for  a consumtion  of  351  and  more  KWh  as  from 
01  July  2016  for  prepaid  and  conventional  electricity  meters.  Final  approval 
for  electricity  tariffs  is  still  outstanding  from  NERSA. 

1.3. WATER 

o Water  will  increase  by  6 %. 

o All  economically  active  households  received  6kl  of  free  and  will  only  be  levied 
from  the  seventh  kilolitre  of  water. 

o Only  Indigent  Households  will  be  getting  the  first  8000  liters  of  water  free  as  it 
is  included  their  Free  Basic  Services  Basket. 

1.4.  SEWERAGE  AND  REFUSE  REMOVAL 

o Both  Tariffs  will  increase  by  6 %. 

1.5.  SECONDARY  TAR1FFS 

o Secondary  Tariffs  will  increase  by  ± 9-10  % for  the  2016/201 7 financial  year. 

The  total  budgeted  average  increment  for  all  revenue  sources  will  be  between  5-8  %, 
except  for  electricty  where  the  levy  can  increase  by  more  than  the  average  increment. 


EXPENDITURE 

2.1  EMPLOYEE  COSTS:  SALARIES  AND  WAGES 

o Salaries  and  wages  has  been  provided  at  an  increment  of  6% 

2.2  EMPLOYEE  COSTS:  BENEFIT  CONTRIBUTIONS 

o A provision  of  an  average  increment  of  6 % has  been  provided 

2.8  REPAIR  AND  MAINTENANCE 

o A provision  of  an  average  increment  of  8 % will  provided.  This  shows 
Council’s  commitment  to  the  maintenance  of  all  assets. 

2.9  BULK  PURCHASES 

o Electricty  purchases  will  increase  on  a weigthed  average  of  7.64  % from  01 
July  2016  and  water  will  increase  on  average  by  6 %. 

2.10  CAPITAL  CHARGES 


o A Capital  Charges  will  increase  due  the  fleet  augmentation  primary 

2.11  GENERAL  COSTS  i 


o A provision  of  an  average  increment  of  8%  will  provided. 


2.12  PROVISION  FOR  BAD  DEBTS 

o A provision  of  an  average  increment  of  9%  has  been  provided  on  all 
budgeted  levied  revenue. 


BUDGET  ANALYSIS 

> The  overall  increases  during  the  2016/2017  and  2017/2018  financial  years  reflect  an 
annual  increment  of  ± 4-6%  and  in  2017/2018  budget  year  an  average  increase  of  7% 
will  be  expected.  This  is  mainly  due  to  the  non-  allocation  of  Capital  Grant  Funding  as 
gazetted  in  the  DORA 

> The  total  tariff  increment  will  be  +-  6%  which  is  in  line  with  the  expectations  of  National 
Treasury.with  the  exception  of  the  electricity  tariff. 

> Electricity  tariff  increments  are  as  per  NERSA's  guidelines. 

> The  general  tariff  increment  between  6-9%  is  also  in  line  with  the  current  economic 
data  available. 

> The  Budget  is  realistic  and  external  or  macro-economic  factors,  as  well  as  micro- 
economic  factors,  were  taken  into  consideration.  However,  the  Municipality  has  no 
control  over  these  macro  conditions  that  impact  very  heavily  on  the  operations  of  the 
Municipality.  These  are  interest  rates,  fuel  prices,  inflation  rates,  high  food  prices, 
unemployment  rate,  and  also  statutory  levies  imposed  by  National  and  Provincial 
Governments,  etc. 

> The  Budget  is  very  much  driven  by  income  generation  and  also  focusses  on  building 
and  maintaining  infrastructure  development  within  the  Emthanjeni  Municipality. 

> All  budgeted  income  will  be  realised  through  the  extensive  efforts  that  will  be  enforced 
by  the  officialdom. 

> Strict  expenditure  mechanisms  will  be  enforced  to  ensure  that  the  key  Strategic 
Objectives  of  the  Municipality  are  achieved. 

> Budget  is  in  line  with  the  policies  of  Council,  especially  directed  at  the  poorest  of  the 
poor,  with  the  provision  of  Free  Basic  Services  to  all  qualifying  Indigent  Households. 

> Local  Economic  Development  opportunities  have  been  identified  in  order  to  provide 
sustainable  LED  projects  for  the  communities. 


The  Budget  is  also  biased  towards  the  Indigident  Households  within  the  Municipality. 


BUDGET  RELATED  POLICIES 


Council  adopted  the  following  policies  during  Council  meeting  held  on  31  May  2016  for 
consideration  of  the  Budget: 

(i)  Revised  IDP 

(ii)  Revised  Budget  Policy 

(iii)  Revised  Credit  Control  Policy 

(iv)  Revised  Indigent  Policy 

(v)  TariffPolicy 

(vi)  Revised  Rates  Policy 

(vii)  Revised  Customer  Care  Policy 
(viii)lnvestment  and  Cash  Management  Policy 

(ix)  Service  Delivery  and  Budget  Implementation  Plan  (SDBIP) 

(x)  Revised  Supply  Chain  Management  Policy 

(xi)  Revised  Asset  Management  Policy 


CONCLUSION 


The  Budget  is  also  income  driven  and  Emthanjeni  Municipality  is  committed  to  sustainability 
and  improvement  of  service  delivery  to  all  it  residents.  The  various  initiatives  that  Council  will 
be  undertaking  will  mould  and  cement  its  mandate  to  improve  the  lives  of  all  residents  by 
focussing  on  the  poor  and  creating  an  environment  conducive  to  local  economic  development. 

The  Budget  is  prepared  under  the  imperative  mandate  that  it  is  a realistic  budget. 


2.8  Overview  of  budget  funding 


2.9.1  Medium-term  outlook:  operating  revenue 


The  following  table  is  a breakdown  of  the  operating  revenue  overthe  medium-term: 


NC073  Emthanjeni  -Table  A4Budgeted  Financial  Performance  (revenueand  expenditure) 

Description 

2016/17  Medium  Term  Revenue  & 

Expenditure  Framework 

Rthousand 

Budget  Year 

BudgetYear 

BudgetYear 

2016/17 

+1 2017/18 

+22018/19 

Revenue  By  Source 

Propertyrates 

30665 

30  915 

51  010 

Property  rates  - penalties  & collection  charges 

- 

- 

- 

Service  charges  • electricity  revenue 

56  203 

59  373 

97965 

Service  charges  - water  revenue 

25  864 

27170 

44830 

Service  charges  - sanitation  revenue 

15  972 

16  271 

26847 

Service  charges  - refuse  revenue 

8 226 

8478 

13989 

Service  charges  • other 

118 

270 

445 

Rental  of  facilities  and  equipment 

786 

732 

885 

Interestearned  -extemal  investments 

806 

854 

1409 

Interest  earned  - outstanding  debtors 

954 

1011 

1669 

Dividends  received 

- 

- 

- 

Fines 

6 943 

6935 

11444 

Licences  and  permits 

2 508 

2097 

3460 

/gencyservices 

- 

“ 

- 

T ransfers  recognised  -operational 

41  210 

41  753 

47  657 

Other  revenue 

27195 

28688 

47  256 

Gains  on  disposal  of  PPE 

130 

139 

148 

Total  Revenue  (excluding  capital  transfers  and  contributions) 

217580 

224687 

349  014 

Tariff  setting  plays  a major  role  in  ensuring  desired  levels  of  revenue.  Getting  tariffs  right 
assists  in  the  compilation  of  a credible  and  funded  budget.  The  Municipality  derives  most  of  its 
operational  revenue  from  the  provision  of  goods  and  services  such  as  water,  electricity, 
sanitation  and  solid  waste  removal.  Property  rates,  operating  and  capital  grants  from  organs  of 
state  and  other  minor  charges  (such  as  building  plan  fees,  licenses  and  permits  etc). 


The  revenue  strategy  is  a function  of  key  components  such  as: 

• Growth  in  the  Municipality  and  economic  development; 

• Revenue  management  and  enhancement; 

• Achievement  of  a 96  per  cent  annual  collection  rate  for  consumer  revenue; 

• National  Treasury  guidelines; 

Electricity  tariff  increases  within  the  National  Electricity  Regulator  of  South 
Africa  (NERSA)  approval; 

• Achievement  of  full  cost  recovery  of  specific  user  charges; 

• Determining  tariff  escalation  rate  by  establishing/calculating  revenue 
requirements; 

• The  Property  Rates  Policy  in  terms  of  the  Municipal  Property  Rates  Act,  2004 
(Act  6 of  2004)  (MPRA),  and 

• And  the  ability  to  extend  new  services  and  obtain  cost  recovery  levels. 


The  above  principles  guide  the  annual  increase  in  the  tariffs  charged  to  the  consumers  and  the 
ratepayers  aligned  to  the  economic  forecasts. 

The  proposed  tariff  increases  for  the  2016/17  MTREF  on  the  different  revenue  categories  are: 
Table  27  Proposed  tariff  increases  over  the  medium-term 


Revenue  category 

2016/17  proposed  tariff 
increase 

2017/18  proposed  tariff 
increase 

2018/19  proposed  tariff 
increase 

% 

% 

% 

Property  rates 

6 

6 

6 

Sanitation 

6 

6 

6 

Solid  Waste 

6 

6 

6 

Water 

6 

6 

6 

Electricity 

7.4 

9.5 

10.5 

Revenue  to  be  generated  from  property  rates  is  R30,  665  million  in  the  2016/17  financial  year 
and  increases  to  R51,  010  million  by  2018/19  which  represents  14  per  cent  of  the  operating 
revenue  base  of  the  Municipality.  It  remains  relatively  constant  over  the  medium-term.  With 
the  implementation  of  the  Municipal  Property  Rates  Act  the  basis  of  rating  significantly 
changed. 


Operational  grants  and  subsidies  amount  to  R41.210  million,  R41,  753  million  and  R47,  657 
million  for  each  of  the  respective  financial  years  of  the  MTREF,  or  18.9,  15.58  and  13.65  per 
cent  of  operating  revenue.  It  needs  to  be  noted  that  in  real  terms  the  grants  receipts  from 
national  government  are  changing  over  the  MTREF.. 

Investment  revenue  contributes  marginally  to  the  revenue  base  of  the  Municipality  with  a 
budget  allocation  of  R1, 760  million,  R1,  865  million  and  R3,  078  million  for  the  respective 
three  financial  years  of  the  2016/17  MTREF.  It  needs  to  be  noted  that  these  allocations  have 
been  conservatively  estimated  and  as  part  of  the  cash  backing  of  reserves  and  provisions. 
The  actual  performance  against  budget  will  be  carefully  monitored.  Any  variances  in  this 
regard  will  be  addressed  as  part  of  the  mid-year  review  and  adjustments  budget. 


Current  Year  2015/16 

2016/17  Medlum  Term  Revenue  6 
ExpendJture  Framework 

Origlnal 

Budget 

Adjusted 

Budgct 

Full  Year 

Forecatt 

Budget  Year 

2016/17 

Budget  Year 
+1  2017/19 

Budget  Year 

+2  2019/19 

The  tables  below  provide  detail  investment  information  and  investment  particulars  by  maturity. 

Table  28  MBRR  SA15  - Detail  Investment  Information 

NC073  Enthanjenl  - Supporting  Table  SA15  Investment  particulara  by  type 


Invettment  type 


R thousand 


Parent  munldpali 


Secuitfces  Nafconal  Government 
Ltsted  Corpoiate  Bonds 
Deposrts  - Bank 

Deposife  - Public  InvesknentCommtssioners 
Deposits  - Corporafcon  fer  PubBc  Deposits 
Bankers  Acceptence  Cerfclcates 
Negofcabte  Cerfclcates  of  Deposrt  • Banks 
Guaranteed  EndowmentPofccies  (smking) 
Repurchase  Agreemente  ■ Banks 
MumcipaJ  Bonds 

Munldpality  lubtotal 
Entitici 

Secunfces  ■ Nafconal  Government 
Usted  Corporate  Bonds 
Qrposite  • Bank 

Deposite  • Public  InvesfcnentCammissioners 
Uposits  ■ Corporafcon  tor  Public  Deposits 
Bankers  Acceptence  Cerfclcates 
Negofcable  Cerfclcates  of  Deposit  - Banks 
Guaraneed  Endowment  Poticies  (smking) 
Repurchase  Agieemenfe  - Banks 

EntUlet  tubtotai 


ComolJdated  total: 


Table  29  MBRR  SA16  - Investment  particulars  by  maturity 


2.8.1  Medium-term  outlook:  capital  revenue 

The  following  table  is  a breakdown  of  the  funding  composition  of  the  2016/17  medium-term 
capital  programme: 


Table  30  Sources  of  capital  revenue  over  the  MTREF 


Vote  Description 


Rthousand 


Fundedby: 


National  Government 


Provincial  Government 


District  Municipality 


Other  transfers  and  grants 


Transfers  recognised  -capital 


Public  contributions  & donations 


Borrowing 


Internally  generated  funds 


Total  Capital  Funding 


2016/17  Medium  Term  Revenue  & Expenditure 


BudgetYear  BudgetYear  BudgetYear 
2016/17  +1  2017/18  +22018/19 


6 834 


20  739 


6 694 


20  405 


8 888 


22  006 


Sources  of  capital  revenue  for  the  2016/17  financial  year 

Capital  grants  and  receipts  equates  to  67.05  per  cent  of  the  total  funding  source  which 
represents  R13,  905  million  for  the  2016/17  financial  year  and  decreases  to  R13,  71 1 million  or 
67.19  per  cent  by  2017/18  then  for  2018/19  it  increases  to  R13,  118  million  or  59.61  per  cent. 

Internally  generated  funds  consist  of  a mixture  between  surpluses  generated  on  the  operating 
statement  of  financial  performance  and  cash  backed  reserves.  In  determining  the  credibility  of 
this  funding  source  it  becomes  necessary  to  review  the  cash  flow  budget  as  well  as  the  cash 
backed  reserves  and  accumulated  funds  reconciliation,  as  discussed  below.  Internally 
generated  funds  consist  of  R6,  834  million  in  2016/17,  R6,  694  in  2017/18  and  R8,  888  million 
in  2018/19.  The  percentage  funding  remains  constant  over  the  MTEF  period.  This  reflects  the 
commitment  of  the  municipality  to  invest  in  renewal  of  their  existing  assets. 


The  following  table  is  a detailed  analysis  of  the  Municipality’s  borrowing  liability. 
Table  31  MBRR  Table  SA 17  - Oetail  of  borrowings 


NC073  Emthanjeni  > Supporting  Tablc  SA17  Borrowing 


Current  Year  2015/16 

2016/17  Hedlum  Term  Revcnue  4 
Expendtture  Framework 

■■■■■ 

Audlted 

Outcome 

Original 

Budgct 

Adjuded 

Budget 

Full  Year 

Forecast 

Budget  Year 

2016/17 

Budget  Year 

+1  2017/18 

Budget  Year 

+2  2018/19 

■ 

Long-Tefm  Loans  {annuily/reducing  baiance) 

6 008 

3 231 

37  747 

14  777 

2 348 

2 348 

- 

- 

- 

Long<Temi  Loans  {non  anrhiity) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Local  registered  stock 

- 

- 

- 

- 

- 

- 

- 

- 

- 

InstalmentCredit 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Financial  Leases 

- 

- 

- 

- 

- 

- 

- 

- 

- 

PPP  ttaɓftties 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Finance  Granted  By  Cap  Equipment  SuppUar 

- 

- 

- 

- 

- 

- 

- 

- 

MarketaWe  Bonds 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Non-Marketeble  Bonds 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Bankers  Acceptances 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Financial  derrvatves 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Qther  Secunties 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Munidpaltty  *ub*total 

1 

6 00B 

3 231 

37  747 

14  777 

2 348 

2 348 

- 

- 

- 

Entltltt 

long-Term  Loans  (annuity/eAjcing  batance) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

long-Term  Loans  (non-annuity) 

- 

- 

- 

- 

- ■ 

- 

- 

- 

- 

Local  registered  stock 

- 

- 

- 

- 

- 

- 

- 

- 

- 

instaiiTtent  Credit 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Financial  Leases 

- 

- 

- 

- 

- 

- 

- 

- 

- 

PPP  liabihles 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Finance  Granted  By  Cap  Equjpment  Supplier 

- 

- ; 

- 

- 

- 

- 

- 

- 

- 

Marketaɓie  Bonds 

- 

- ; 

- 

- 

- 

- 

- 

- 

- 

Non-MarketableBonds 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Banfcers  Ac-eplances 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Financial  derivalves 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Otfw  Secunties 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Entitles  «ub*total 

1 

• 

• 

“ 

- 

~ 

Ea 

~ 

Total  Borrowing 

~i~ 

6 008 

3 231 

37  747  j 

14  7771 

2348 

2141 

- 

• 

- 

No  External  loans  will  be  entered  into  during  the  2016/17  Medium  Term  Revenue  and 
Expenditure  Framework.  The  reminder  of  the  municipal  borrowings  will  be  paid  during  2016/17. 

Therefore  they  will  be  considered  as  short  term  borrowings. 


Table  32  MBRR  Table  SA  18  - Capital  transfers  and  grant  receipts 


NC073  Emthanjeni  - Supporting  Table  SA18  Transfers  and  grant  receipts 

1 

Description 

2012)13 

2013/14 

2014/15 

CurrentYear  2015/16 

Rthousand 

i 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Origlnal 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget 

Year 

2016/17 

RECEIPTS: 

Operatfng  Transfers  and  Grants 

National  Govemment: 

37623 

38493 

38876 

39459 

39  459 

39459 

38822 

38586 

41  307 

Local  GowmmentEquitableShare 

34  323 

34  819 

35342 

35929 

35  929 

35  929 

36197 

36686 

39607 

Finance  Management 

1500 

1550 

1600 

1600 

1600 

1600 

1625 

1700 

1700 

MunicipaJ  Systems  Improwment 

800 

690 

934 

930 

930 

930 

- 

“ 

- 

EPWPIncenliw 

1000 

1234 

1000 

1000 

1000 

1000 

1000 

- 

- 

Provincial  Government: 

1683 

4912 

757 

1142 

1142 

1142 

2388 

2 527 

2 674 

Health  subsidy 

1001 

1150 

- 

- 

- 

1227 

1286 

1363 

Housing 

- 

456 

- 

- 

- 

- 

- 

“ 

Sportand  Recneation 

662 

679 

757 

1 142 

1 142 

1 142 

1161 

1239 

1311 

Departmentof  Education 

- 

235 

- 

- 

- 

- 

- 

- 

" 

DepartmentofRoads 

- 

2389 

- 

- 

- 

- 

- 

- 

- 

District  Municipality: 

- 

- 

- 

- 

- 

- 

- 

" 

Other  grant  providers: 

- 

2050 

- 

- 

- 

- 

- 

- 

Department  of  Water  Affairs 

- 

2050 

- 

- 

- 

- 

- 

- 

“ 

Total  Operating  Transfers  and  Grants 

B 

39  306 

45455 

39633 

40  601 

40  601 

41  210 

41113 

43  961 

Capital  Transfers  and  Grants 

National  Govemment: 

16141 

13102 

12708 

56  565 

13  398 

13  398 

14602 

14342 

13798 

Munic-pal  Intrastructure  Grant  f M1G) 

16141 

13102 

12608 

11898 

11898 

11898 

11602| 

1023 

Regional  Bulk  Infrastructure 

- 

- 

100 

10000 

- 

- 

- 1 

- 

- 

Integrated  National  EJectrification  Programme 

- 

- 

1500 

1 500 

1500 

3000 

2000 

1000 

BucketEradication  Pregramme  Grant 

- 

- 

- 

33167 

- 

- 

- 

- 

- 

Provinclal  Government: 

- 

- 

- 1 

- 

- 

- 

- 

- 

“ 

DistrictMunicipality: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  grant  providers: 

- 

- 

“ 

- 

- 

- 

- 

- 

- 

Total  Capital  Transfers  and  Grants 

5 

16141 

13102 

12708 

56565 

13  398 

13  398 

14602 

14  342 

13  798 

TOTAL  RECEIPTS  OF  TRANSFERS  & GRANTS 

55447 

58  557 

52341 

53  999 

53  999 

55812 

55455 

57779 

2.8.2  Cash  Flow  Management 

Cash  flow  management  and  forecasting  is  a critical  step  in  determining  if  the  budget  is  funded 
over  the  medium-term.  The  table  below  is  consistent  with  international  standards  of  good 
financial  management  practice  and  also  improves  understand  ability  for  councillors  and 
management.  Some  specific  features  include: 

• Clear  separation  of  receipts  and  payments  within  each  cash  flow  category; 

• Clear  separation  of  capital  and  operating  receipts  from  government,  which  also  enables 
cash  from  ‘Ratepayers  and  other’  to  be  provide  for  as  cash  inflow  based  on  actual 
performance.  In  other  words  the  actual  collection  rate  of  billed  revenue.,  and 

• Separation  of  borrowing  and  loan  repayments  (no  set-off),  to  assist  with  MFMA 
compliance  assessment  regarding  the  use  of  long  term  borrowing  (debt). 


Table  33  MBRR  Table  A7  - Budget  cash  flow  statement 


NC073  Emthanjenl  -13016  A7  Budgeted  Cash  Flows 


Description 


2014/15 

CurrentYear  2015/16 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre-audlt 

outcome 

2010/17  Medlum  Term  Revenue 
& Eipenditure  Framework 


Budget 
Year 

2016(17  I 2017/18  i 2018(19 


CASH  FLOW  FROM  OPERATING  ACTIVITIES 


Receipts 


Property  rates,  penalbes  fi  colleclion  charges 


Servicecharges 


Otoer  reventie 


Govemment  - operating 


Gowmment-capilal 


Interesl 


Divdends 


Payments 

Suppliers  and  employees 

Financechaiges 

T ransfers  and  Granls 

NET  CASH  FROM((USED)OPERATING  ACTIVITIES 

CASH  FLOWS  FROM  INvESTING  ACTIVITIES 


Receipts 


Pmceedson  disposal  of  PPE 


Decrease  (Inciease)  in  non-current  debiors 


Decrease  (increase)  oiher  non-current  receivables 


Oecrease  (increase)  in  non-current  inwstments 


Payments 


Capilal  assels 


NET  CASH  FROM/(USED)  INVESTING  ACTIVITIES 


CASH  FLOWSFROM  FINANCING  ACTIVITIE5 


Receipts 


Shoit  term  loans 


Borrowing  long  mnAefi  ng 


Increase  (decrease)  in  consumer  deposits 


Payments 


Repayment  fborrowing 


NET  CASH  FROM/(U$ED)  FINANC1NG  ACTIVITIES 


NET INCREASE/  (DECREASE)  IN  CA5H  HELD 


Cashfcash  equ  va  at  the  >ear  begin 


Cash/tash  equivalenis  at  the  >ear  end 


13593 

17407 

23732 

25578 

25578 

25  578 

25578 

27999 

28  239 

49  909 

66533 

86506 

50909 

99481 

97831 

97831 

97831 

99902 

104  820 

132281 

12295 

(2790) 

39982 

32049 

32848 

32  848 

32848 

34954 

36  508 

53721 

38073 

38678 

36215 

40601 

40601 

40601 

40601 

41210 

41 753 

47657 

17054 

15152 

14694 

56565 

13398 

13  398 

13398 

14602 

14342 

13798 

1595 

1030 

1596 

715 

715 

715 

715 

806 

830 

863 

(130  205)  (140  967)  (151  296)  (184  234)  (170203)  (170  203)1  (170203)1  (190 113)1  (201  144)1  (265917) 


(1  758)|  (1 60B)  (1  337)  (2556)  (3556)  (3556)  (3556)  (5460)  (6143)  (9731) 


(305)  (750)  (225)  (12  938)  (11662)  (11662)  (11662) 


16  B75  ] 12659|  14  269  1 55  260  25  550  2 5 550  25  550  1 23  890  1 19  204  1 22  582 


550 1 990 1 1 186 1 124 1 124  1 124 


(13  822) 

(21  552) 

(14194) 

(62298) 

(19121) 

(19121) 

(19121) 

(20739) 

(20  405) 

(22006) 

(13106) 

(20  562) 

(13006) 

(59  374) 

(18967) 

(1B967) 

(1B967) 

(20610) 

(20266) 

(21  858) 

(2275) 

(2504) 

(2777) 

(2  275) 

(2  504) 

(2777) 

1415 

(10407) 

(1  515) 

9 225 

10640 

233 

10  640 

233 

(1 263) 

(894)  (590) 


233 1 3624|  (1283))  (1  283)|  (1 283)1  (985)1  1 706 


4407  1706 


734  1 529 


2.9.4  Cash  Backed  Reserves/Accumutated  Surplus  Reconciliation 

This  following  table  meets  the  requirements  of  MFMA  Circular  42  which  deals  with  the  funding 
of  a municipal  budget  in  accordance  with  sections  18  and  19  of  the  MFMA.  The  table  seeks  to 
answer  three  key  questions  regarding  the  use  and  availability  of  cash: 

• What  are  the  predicted  cash  and  investments  that  are  available  at  the  end  of  the 
budget  year? 

• How  are  those  funds  used? 

• What  is  the  net  funds  available  or  funding  shortfall? 

A surplus  would  indicate  the  cash-backed  accumulated  surplus  that  was/is  available.  A 
shortfall  (applications  > cash  and  investments)  is  indicative  of  non-compliance  with  section  1 8 
of  the  MFMA  requirement  that  the  municipality’s  budget  must  be  ‘funded'.  Non-compliance 
with  section  18  is  assumed  because  a shortfall  would  indirectly  indicate  that  the  annual  budget 
is  not  appropriately  funded  (budgeted  spending  is  greater  than  funds  avaiiable  or  to  be 
collected).  It  is  also  important  to  analyse  trends  to  understand  the  consequences,  e.g.  the 
budget  year  might  indicate  a small  surplus  situation,  which  in  itself  is  an  appropriate  outcome, 
but  if  in  prior  years  there  were  much  larger  surpluses  then  this  negative  trend  may  be  a 
concern  that  requires  closer  examination. 
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Dwrlptton 

2012/13 

2013/14 

2014/15 

Current  Year  2015/16 

R thou*«id 

Audlted 

Audited 

Orlglnal 

Adjuated 

Full  Year 

Pre-audlt 

Budget  Year 

Sudget  Year 

Budget  Year 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2016/17 

+1  2017/10 

+2  2010/19 

Ctth  and  Inveitmenls  avillabt* 

■ 

Ca»h/c»h  eqwalwib  alfw  yaar  end 

10  640 

233 

(1  203) 

600 

4407 

4 407 

4 407 

1 706 

734 

1529 

Ofier  Cutent  Invo&frnenfe  > 90  dayt 

W 

(0) 

(0) 

2 322 

(11375) 

(11  375) 

(11  375) 

0 

0 

0 

Non  cwTont  assets  * hvMtnenb 

B 

14 

21 

26 

8 575 

11375 

11375 

11  375 

29 

29 

30 

Ceah  and  Inveatment*  evaJlable: 

rcrsr 

25T 

^Miim 

TTW 

nsr 

w 

i 714' 

7ST 

T5!T 

AppllciUon  ol  caah  and  lnve*tment* 

Unspent  condilonal  tansfers 

3 781 

1470 

n 

Urapent  bonowing 

- 

- 

Stalubry  requremenb 

2 

998 

969 

1047 

Otiof  wcrhing  capital  requiementi 

Ofier  provistons 

3 

(15  152) 

(13  093) 

(11606) 

(11666) 

(11666) 

(15  303) 
1942 

(15414) 
2 067 

(8311) 
2 5H 

Long  ferm  invesfeienfe  commrtfed 

4 

- 

- 1 

Reserves  t>  be  backed  by  cash/mvestnenfe 

5 

frnsj 

1 inaj 

ToUI  Appllcatlon  of  cath  and  [nveetment*: 

(irssoj 

Wm 

— finsn 

(11  624) 

|11  M6) 

fTTSSS] 

p mum 

nn5§) 

Surplu*(*ho  rtl*IT| 

5TS5T 

TTTST 

»1H1 

^MSHt 1 

tmiTm 

From  the  above  table  it  can  be  seen  that  the  cash  and  investments  available  total  R1,  734 
million  in  the  2016/17  financial  year  however  this  decreases  to  R1,  558  million  by  2018/19, 
including  the  projected  cash  and  cash  equivalents  as  determined  in  the  cash  flow  forecast. 
The  following  is  a breakdown  of  the  application  of  this  funding: 

Unspent  conditional  transfers  (grants)  are  automatically  assumed  to  be  an  obligation  as  the 
municipality  has  received  government  transfers  in  advance  of  meeting  the  conditions. 
Ordinarily,  unless  there  are  special  circumstances,  the  municipality  is  obligated  to  return 
unspent  conditional  grant  funds  to  the  national  revenue  fund  at  the  end  of  the  financial  year.  In 
the  past  these  have  been  allowed  to  ‘roll-over’  and  be  spent  in  the  ordinary  course  of  business, 
but  this  practice  has  been  discontinued.  During  the  2013/14  financial  year  the  municipality  was 
required  to  supply  National  Treasury  with  a detailed  analysis  of  the  unspent  grants  as  well  as 
an  action  plan  of  spending  the  grants. 

There  is  no  unspent  borrowing  from  the  previous  financial  years.  In  terms  of  the  municipality’s 
Borrowing  and  Investments  Policy,  borrowings  are  only  drawn  down  once  the  expenditure  has 
been  incurred  against  the  particular  project.  Unspent  borrowing  is  ring-fenced  and  reconciled 
on  a monthly  basis  to  ensure  no  unnecessary  liabilities  are  incurred. 

• The  main  purpose  of  other  working  capital  is  to  ensure  that  sufficient  funds  are 
available  to  meet  obligations  as  they  fall  due.  A key  challenge  is  often  the  mismatch 
between  the  timing  of  receipts  of  funds  from  debtors  and  payments  due  to  employees 
and  creditors.  High  levels  of  debtor  non-payment  and  receipt  delays  will  have  a greater 
requirement  for  working  capital,  as  was  experienced  by  the  Municipality  in  2016/17 
resulting  in  cash  flow  challenges.  For  the  purpose  of  the  cash  backed  reserves  and 
accumulated  surplus  reconciliation  a provision  equivalent  to  one  month’s  operational 
expenditure  has  been  provided  for.  It  needs  to  be  noted  that  although  this  can  be 
considered  prudent,  the  desired  cash  levels  should  be  60  days  to  ensure  continued 
liquidity  of  the  municipality.  Any  underperformance  in  relation  to  collections  could  place 
upward  pressure  on  the  ability  of  the  Municipality  to  meet  its  creditor  obligations. 

• Most  reserve  fund  cash-backing  is  discretionary  in  nature,  but  the  reserve  funds  are  not 
available  to  support  a budget  unless  they  are  cash-backed.  The  reserve  funds  are  not 
fully  cash-backed.  The  level  of  cash-backing  is  directly  informed  by  the  municipality's 
cash  backing  policy.  These  include  the  rehabilitation  of  landfill  sites  and  quarries. 


2.8.3  Funding  compliance  measurement 

National  Treasury  requires  that  the  municipality  assess  its  financiai  sustainability  against 
fourteen  different  measures  that  look  at  various  aspects  of  the  financial  health  of  the 
municipality.  These  measures  are  contained  in  the  following  table.  All  the  information  comes 
directly  from  the  annual  budgeted  statements  of  financial  performance,  financial  position  and 
cash  flows.  The  funding  compliance  measurement  table  essentially  measures  the  degree  to 
which  the  proposed  budget  complies  with  the  funding  requirements  of  the  MFMA.  Each  of  the 
measures  is  discussed  below. 
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CuneMYur  2Q15I1S 


Mlfi/17  lledium  Term  Rmnue  & 
Eipendlbirt  Frimtwork 


Full  Year  Prwudit  Budget  Yeir  Budget  Yeir 
Forecast  oufcome  2016/17  M 2017/16 


f 


CasWcash  equv  alents  al  tie  y ear  end  * ROffl 

ie<i)b 

1 

Cash  + inveshients  al  fte  y r entt  less  appficatons  - RDQQ 

I6(1|b 

2 

Cash  year  end/montily  employee/supplier  payment 

10(1  P 

3 

Suplus/(Defci1}excludingdepreciatonollsets:  R'OQO 

18(1) 

4 

Senrice  charge  iev  % change  - macro  CPK  target  excbsive 

18(1)1  [2) 

5 

Cash  receipfe  % ol  Ratpayer  & Otief  revenue 

WM) 

6 

Debt  mpamenj  expense  as  a % oJ  btal  biable  revenue 

18(l|i(2) 

7 

Capital  pay  ments  % ol  capital  ex  pendiiie 

16(1)0 19 

0 

Bottow  ing  receipt  % ol  captal  ex  penditie  (excL  taistefs) 

18(l)c 

9 

Grants  % ofGovi  le^slafed/gazeoed  aSocafons 

10 

Curenlconsumef  defabrs  % change  - incr(decr> 

1B(l)a 

11 

Long  ferm  recerv  ables  % change  * ncr(decr) 

1B(l)a 

12 

RiMHol  Property  PlaM  4 &pipment 

20(1)|»i) 

13 

Assetrenewal%Dfcapital  budget 

anixvi) 

14 

2. 9.4. 1 Cash/cash  equivalent  position 

The  Municipality’s  forecast  cash  position  was  discussed  as  part  of  the  budgeted  cash  flow 
statement.  A ‘positive’  cash  position,  for  each  year  of  the  MTREF  would  generally  be  a 
minimum  requirement,  subject  to  the  planned  application  of  these  funds  such  as  cash-backing 
of  reserves  and  working  capital  requirements. 

If  the  municipality’s  forecast  cash  position  is  negative,  for  any  year  of  the  medium  term  budget, 
the  budget  is  very  unlikely  to  meet  MFMA  requirements  or  be  sustainable  and  could  indicate  a 
risk  of  non-compliance  with  section  45  of  the  MFMA  which  deals  with  the  repayment  of  short 
term  debt  at  the  end  of  the  financial  year.  The  forecasted  cash  and  cash  equivalents  for  the 
2016/17  MTREF  shows  R1,  706  million,  RO,  734  million  and  R1,  529  million  for  each 
respective  financial  year. 

2.9.4.1  Cash  plus  investments  less  application  offunds 

The  purpose  of  this  measure  is  to  understand  how  the  municipality  has  applied  the  available 
cash  and  investments  as  identified  in  the  budgeted  cash  flow  statement.  The  detail 
reconciliation  of  the  cash  backed  reserves/surpluses  is  contained  in  Table  25.  The 
reconciliation  is  intended  to  be  a relatively  simple  methodology  for  understanding  the  budgeted 
amount  of  cash  and  investments  available  with  any  planned  or  required  applications  to  be 
made.  This  has  been  extensively  discussed  above. 

2.9.4.3  Monthly  average  payments  covered  by  cash  or  cash  equivalents 
The  purpose  of  this  measure  is  to  understand  the  level  of  financial  risk  should  the  municipality 
be  under  stress  from  a collection  and  cash  in-flow  perspective.  Regardless  of  the  annual  cash 
position  an  evaluation  should  be  made  of  the  ability  of  the  Municipality  to  meet  monthly 
payments  as  and  when  they  fall  due.  It  is  especially  important  to  consider  the  position  should 
the  municipality  be  faced  with  an  unexpected  disaster  that  threatens  revenue  collection  such 
as  rate  boycotts.  Notably,  the  ratio  has  been  falling  significantly  for  the  period  2012/13  to 
2018/19,  moving  from  1.0  to  0.1  with  the  adopted  2016/17  MTREF. 


2. 9.4.4  Surplus/deficit  excluding  depreciation  offsets 

The  main  purpose  of  this  measure  is  to  understand  if  the  revenue  levels  are  sufficient  to 
conclude  that  the  community  is  making  a sufficient  contribution  for  the  municipal  resources 
consumed  each  year.  An  ‘adjusted’  surplus/deficit  is  achieved  by  offsetting  the  amount  of 
depreciation  related  to  externally  funded  assets.  Municipalities  need  to  assess  the  result  of 
this  calculation  taking  into  consideration  its  own  circumstances  and  levels  of  backlogs.  If  the 
outcome  is  a deficit,  it  may  indicate  that  rates  and  service  charges  are  insufficient  to  ensure 
that  the  community  is  making  a sufficient  contribution  toward  the  economic  benefits  they  are 
consuming  over  the  medium  term.  For  the  2016/17  MTREF  the  indicative  outcome  is  a surplus 
of  R22,  555  million,  R12,  417  million  and  R41,  399  million. 

It  needs  to  be  noted  that  a surplus  does  not  necessarily  mean  that  the  budget  is  funded  from  a 
cash  flow  perspective  and  the  first  two  measures  in  the  table  are  therefore  critical. 


2.9.4.5  Property  Rates/service  charge  revenue  as  a percentage  increase  less  macro 
inflation  target 

The  purpose  of  this  measure  is  to  understand  whether  the  municipality  is  contributing 
appropriately  to  the  achievement  of  national  inflation  targets.  This  measure  is  based  on  the 
increase  in  ‘revenue’,  which  will  include  both  the  change  in  the  tariff  as  well  as  any  assumption 
about  real  growth  such  as  new  property  development,  services  consumption  growth  etc. 

The  factor  is  calculated  by  deducting  the  maximum  macro-economic  inflation  target  increase 
(which  is  currently  3 - 6 per  cent).  The  result  is  intended  to  be  an  approximation  of  the  real 
increase  in  revenue.  Considering  the  lowest  percentage  tariff  increase  in  relation  to  revenue 
generated  from  rates  and  services  charges  is  6 per  cent,  with  the  increase  in  electricity  at  8 per 
cent  it  is  to  be  expected  that  the  increase  in  revenue  will  exceed  the  inflation  target  figures. 
However,  the  outcome  is  lower  than  it  might  be  due  to  the  slowdown  in  the  economy  and  a 
reduction  in  consumption  patterns.  This  trend  will  have  to  be  carefully  monitored  and  managed 
with  the  implementation  of  the  budget. 


2.9.4.6  Cash  receipts  as  a percentage  of  ratepayer  and  other  revenue 
This  factor  is  a macro  measure  of  the  rate  at  which  funds  are  ‘collected’.  This  measure  is 
intended  to  analyse  the  underlying  assumed  collection  rate  for  the  MTREF  to  determine  the 
relevance  and  credibility  of  the  budget  assumptions  contained  in  the  budget.  It  can  be  seen 
that  the  outcome  is  at  92.8%,  93.2%  and  78.7%.3  per  cent  for  each  of  the  respective  financial 
years.  Given  that  the  assumed  collection  rate  was  based  on  a 92  per  cent  performance  target, 
the  cash  flow  statement  has  been  conservatively  determined.  In  addition  the  risks  associated 
with  objections  to  the  valuation  roll  need  to  be  clarified  and  hence  the  conservative  approach, 
also  taking  into  consideration  the  cash  flow  challenges  experienced  in  the  current  financial 
year.  This  measure  and  performance  objective  will  have  to  be  meticulously  managed.  Should 
performance  with  the  mid-year  review  and  adjustments  be  positive  in  relation  to  actual 
collections  of  billed  revenue,  the  adjustments  budget  wili  be  amended  accordingly? 


2.9.4.7 Debt  impairment  expense  as  a percentage  ofbillable  revenue 
This  factor  measures  whether  the  provision  for  debt  impairment  is  being  adequately  funded 
and  is  based  on  the  underlying  assumption  that  the  provision  for  debt  impairment  (doubtful  and 
bad  debts)  has  to  be  increased  to  offset  under-collection  of  billed  revenues.  The  provision  has 
been  appropriated  at  6.5%,  8.3%  and  8.3%  per  cent  over  the  MTREF.  Considering  the  debt 
incentive  scheme  and  the  municipality’s  revenue  management  strategy's  objective  to  collect 
outstanding  debtors  of  90  days,  the  provision  is  well  within  the  accepted  leading  practice. 


2.9.4.8  Capital  payments  percentage  ofcapital  expenditure 

The  purpose  of  this  measure  is  to  determine  whether  the  timing  of  payments  has  been  taken 
into  consideration  when  forecasting  the  cash  position.  It  can  be  seen  that  a 2 per  cent  timing 
discount  has  been  factored  into  the  cash  position  forecasted  over  the  entire  financial  year.  The 
municipality  aims  to  keep  this  as  low  as  possible  through  strict  compliance  with  the  legislative 
requirement  that  debtors  be  paid  within  30  days. 


2.9.4.9  Borrowing  as  a percentage  ofcapital  expenditure  (excluding  transfers,  grants 
and  contributions) 

The  purpose  of  this  measurement  is  to  determine  the  proportion  of  a municipality’s  ‘own- 
funded’  capitai  expenditure  budget  that  is  being  funded  from  borrowed  funds  to  confirm  MFMA 
compliance.  Externally  funded  expenditure  (by  transfers/grants  and  contributions)  has  been  be 
excluded.  It  can  be  seen  that  there  are  zero  borrowing  budgeted  for  during  the  2016/17 
MTREF. 

2.9.4.10  Transfers/grants  revenue  as  a percentage  ofGovernment  transfers/grants 

available 

The  purpose  of  this  measurement  is  mainly  to  ensure  that  ail  available  transfers  from  national 
and  provincial  government  have  been  budgeted  for.  A percentage  less  than  100  per  cent 
could  indicate  that  not  all  grants  as  contained  in  the  Division  of  Revenue  Act  (DoRA)  have 
been  budgeted  for.  The  Municipality  has  budgeted  for  all  transfers. 


2.9.4.11  Consumer  debtors  change  (Currentand  Non-current) 

The  purpose  of  these  measures  are  to  ascertain  whether  budgeted  reductions  in  outstanding 
debtors  are  realistic.  There  are  2 measures  shown  for  this  factor;  the  change  in  current 
debtors  and  the  change  in  long  term  receivables,  both  from  the  Budgeted  Financial  Position. 
Both  measures  show  a relatively  stable  trend  in  line  with  the  Municipality’s  policy  of  settling 
debtors  accounts  within  30  days. 


2.9.4.12  Repairs  and  maintenance  expenditure  level 

This  measure  must  be  considered  important  within  the  context  of  the  funding  measures  criteria 
because  a trend  that  indicates  insufficient  funds  are  being  committed  to  asset  repair  could  also 
indicate  that  the  overall  budget  is  not  credible  and/or  sustainable  in  the  medium  to  long  term 
because  the  revenue  budget  is  not  being  protected.  Details  of  the  Municipality's  strategy 
pertaining  to  asset  management  and  repairs  and  maintenance  are  contained  in  Table  60 
MBRR  SA34C. 


2.9.4.13  Asset  renewal/rehabilitation  expenditure  level 

This  measure  has  a similar  objective  to  aforementioned  objective  relating  to  repairs  and 
maintenance.  A requirement  of  the  detailed  capital  budget  (since  MFMA  Circular  28  which 
was  issued  in  December  2005)  is  to  categorise  each  capital  project  as  a new  asset  or  a 
renewal/rehabilitation  project.  The  objective  is  to  summarise  and  understand  the 
proportion  of  budgets  being  provided  for  new  assets  and  also  asset  sustainability.  A 
declining  or  iow  level  of  renewal  funding  may  indicate  that  a budget  is  not  credible  and/or 
sustainable  and  future  revenue  is  not  being  protected,  similar  to  the  justification  for  ‘repairs 
and  maintenance’  budgets.  Further  details  in  this  regard  are  contained  in  Table  59  MBRR. 


2.9.5  Expenditure  on  grants  and  reconciliations  of  unspent  funds 

Table  36  MBRR  SA19  - Expenditure  on  transfers  and  grant  programmes 


NC073  Emthanjeni  * Supporting  Table  SA19  Expendrture  on  transfers  and  grant  programme 


Oescription 


2012/13 

2013/14 

Audited 

Outcome 

Audited 

Outcome 

Current  Year  2015/16 


Originai  Adjusted  FullYeai 
Budget  Budget  Forecast 


2016/1 7 Medium  Term  Revenue  & 
Einenditure  Framework 


Budget  Budget  Budget 

Year  Yearfl  Year*2 

2016/17  2017/16  2018/19 


EXPENDITURE: 


Operatinq  erpenditure  of  Transfets  and  Grants 


NationatGovemment: 


Local  Gcvemment  Equitabte  are 


Ftnance  Management 


Municipal  Sy  tems  Imp  vement 


EFW  Incenfve 


Provincial  Govemment: 


Healti  - jbsidy 


Housng 


Sportand  Reaeaion 


DepartiB"t  ifEdrafon 


DepartrneitofRcads 


Oistrict  Municipalrty: 


Othergrant  providere: 


iTotal  operating  eipenditure  of  Transfers  and  Grants: 


ICapital  eipenditure  of  Transfers  and  Grants 


National  Govemment: 


Municipa)  Intastuclire  Gf  ant  (MIG^- 


RegbnaJBiBthfrasfuctere 


Integrated  Nafona  Electifoafon  ProgrOTne 


Table  37  MBRR  SA  20  - Reconctliation  between  of  transfers,  grant  receipts  and  unspent 
funds 


NC073  Errthanjenl  ■ Supporting  Table  SA2D  Reconclltatlon  of  transfere,  grant  feceipta  and  unspent  funds 


Description 


Audited 

Outcome 


Cunent  Year  2015J16 

Orfginal 

Budget 

Adjusted 

Budget 

Full  Year 
Forecast 

Operatina  transfers  and  qrants; 


Natlonal  Govemment; 


Balance  unspent  al  beginning  ol  tie  year 


Current  year  receipts 


Conditlons  met  * transfened  to  revenue 


Condifons  stl  b be  met*  fransferred  to  liabftfes 


Provincial  Govemment: 


Balance  unspent  al  beginning  of  tie  year 


Currenl  year  receipts 


2.9.6  Counciilor  and  empioyee  benefits 

Table  38  MBRR  SA22  - Summary  of  councillor  and  staff  benefits 


NC073  Emthanjeni  • Supporting  Table  SA22  Summary  councillor  and  staff  benefits 


Summary  of  Employee  and  Councillor 
remuneration 


iRefl  2012/13 


Current  Year  2015/16 


Councillors  (PolHical  Office  Bearers  plus  Other 


Basic  Sataries  and  Wages 


Pension  and  UIF  C ntribufbns 


Medical  Aid  Contibutions 


Motor  Vehicle  Allowance 


Celiphone  ABowance 


Mousing  Alowances 


Otoer  benefts  and  al  wances 


Sub  Total  • Councillors 


% increase 


Senior  Manaaers  of  the  Municioalit 


Basic  Salaries  and  Wages 


Pension  and  UIF  ConYibufons 


Medical  Aid  Contribufons 


Overfme 


Peribrmance  Bonus 


Mobr  Vehide  AHowance 


Celfphone  Afowance 


Housmg  Allowances 


Otier  benete  and  fowanoes 


Payments  in  lieu  of  leave 


Long  service  awards 


Post-refrement  benefitobligafons 


Sub  Total  - Senior  Managers  of  MunidpalHy 


% fncrease 


OtherMunicioal  Staff 


Basic  Salaries  and  Wages 


Pension  and  UIF  Conb'ibufons 


Medical  Aid  Confibufons 


Overtime 


Peribrmance  Bonus 


Motor  Vehide  Allowance 


Cellphone  Allowance 


Housing  ADowances 


Otoer  benete  and  albwances 


Paymento  ih  lieu  of  leave 


Long  service  awards 


Post-retirement  benetttobBgafons 


Sub  Total  • Other  Municipal  Staff 


% fncrease 


Total  Parent  Municipality 


TOTAL  SALARY,  ALLOWANCES  & BENEFITS 


% increase 


TOTAL  MANAGERS  AND  STAFF 


AudHed 

Outcome 

Audlted 

Outcome 

Orlginal 

Budget 

6 

C 

D 

2016/17  MediumTerm 
Revenue  & Expendfture 


Budget 


2016/17 

2017/16 

G 

H 

3369  3442  3442  3442  3833  4247  4672 


560  608  608  608  672  706  776 


159  110  110  110  115  127  139 


814 

755 

835 

919 

155 

138 

164 

192 

5 781 

6 336| 

6970 

7.6% 

9.6%  | 

10.0% 

46  748 

46748 

46748 

48768 

50950 

54051 

8 057 

8057 

8057 

8 721 

9014 

9915 

1614 

1614 

1614 

1610 

1991 

2190 

2 006 

2 006 

2006 

1477 

2367 

2514 

54 

56 

57  662 

61  434 

5.3% 

6.5% 

1 MfldAM 

71  384 

5.0% 

6.2% 

67  226 

71  384 

5.0% 

6.2% 

62  965 

66  804 

892  1 050 


168  207 


702  733 


1 230  963 


58 

611 

64 

64  057 

72  899 

4.3% 

6.3%  1 

7.1% 

74  884 

79  543 

85  350 

4.9% 

6.2% 

7.3% 

74  884 

79  543 

85  350 

4.9% 

6.2% 

7.3% 

Table  39  MBRR  SA23  - Salaries,  allowances  and  benefits  (political  office 
bearers/councillors/  senior  managers) 


NC073  Emthanjeni  - Supporting  Table  SA23  Salaries,  allowances  & benefits  (political  office  bearere/councillors/seniormanagers) 


Salary  Allowances  Performance  In-kind 

Oisclosure  of  Salaries,  Allowances  & ^ Bonuses  benefits 

Benefits  1.  No.  Contributlons 


Table  40  MBRR  SA24  - Summary  of  personnel  numbers 


NC073  Emthanjeni  • Supporting  Table  SA24  Summary  of  porsonnel  numbere 


Summary  of  Personnel  Numbere  Ref  2014/15 

u 4 I Permanem  I Conlract 


1,2  PositEons 


employees  emptoyees 


CummtYear  201 5/16 


ons  Permanenl  Contrect 
employees  employees 


BudgelYear  2016/1 7 


Permanent 

employees 


Munidpal  Coundl  and  Boards  of  Munlcipal  Entlties 
CounoSors  {Poldcal  Ollce  Bearers  plus  Ofier  Councflors) 
Board  Ment>ers  ol  mjnppal  entfes 
Munlcipal  employees 
Municpal  Manager  and  Senior  Managers 
Otier  Manager  s 
Professionals 
Finance 

SpatiaVtow  ptannhg 

Information  Technokjgy 

Roatis 

SkxtTiaty 

Water 

Sanitation 

Refuss 

Other 

Technidans 

Financa 

SpatiaVtow}  planning 

Information  Technotogy 

Roatis 

Etoaroty 

Waler 

Sanitatron 

Refuse 

0 ther 

Clerks  (Clerical  and  admnisratve) 

Sorvce  and  sales  workers 
Skfled  agrcuHiral  and  flshery  workers 
CraAand  related  tades 
Plantand  Machine  Operatxs 

Etementary  Oocupatons 

TOTAL  PERSONNEL  NUMBERS 

% Increase 

Total  municlpal  employees  headcount 
Finance  personnel  headcount 
Human  Resources  personnei  headoounl 


2 

2 

17 

17 

130 

136 

45 

45 

40 

40 

170 

160 

458 

426 

359 

340 

44 

37 

3 

3 

2.9.7  Monthly  targets  for  revenue,  expenditure  and  cash  flow 


Table  41  MBRR  SA25  - Budgeted  monthly  revenue  and  expenditure 


NC0T3  Enthinjcnl  < SupportJng  Table  SA25  Budgctcd  monthly  revenue  tnd  eipenditure 


Deicription 


Juty  Augutl  SepL  [October 


Budgct  Yeir  2016/17 


Jtnutry 


Revtnue  BySourcc 


Property  rats 


Property  rates  • pefiates  & cotecfcn  charges 


Servce  diargas  * ej&ctcty  revenue  I 


Servce  char  ges  • water  revenue 

Servce  diarges-  saniteton  revenue 

Servioe  diarges-  reiuse  revenue 

Renat  of  fadhes  and  equipmenl 


Inbiestearned  * euemal  nvesffmnS 


tnbrestearned  - ousbnding  detabrs 


DNidends  reoeived 


Fhes 


bcencesand  pernts 


Agency  servioes 


Transters  reoognised  • operatonal 


Oher  revenue 


GansondisposalolPPE 

ToUI  Revcnuc  (eidudlng  ccpitdtnntters 
jnd  contributiont) 

Eipcnditurc  Bv  Twc 


Errptoyee  relafid  cosfc 


Remmeralon  otcounaJors 


Debtnpatniwit 


Depfedaton  S assatrRpafment 


Fnanoe  criarges 


Bul  pur  Aases 


Table  42  MBRR  SA26  - Budgeted  monthly  revenue  and  expenditure 
(municipal  vote) 


NC073  EjnthwJen)  • Supporting  Tiblf  SAIfiBudgfted  monthly  rwertufind  enptnditurefmunicipil  voU) 


D»cription  Rifj  SudgetYeir  2016/17 


Rthouund 


Revenuebv  Vote 


Sept 

October 

November 

febrvtry 

Mirdi 

Aprfl 

Miy 

June 

Budget 

Yeir 

2016/17 

\tote  2 - FINANCEAND  AOMINIST  RAT ION 

\We  3 - PUWN1MG  ttJD  DE\ELOPMENT 

■■BHBaMHlHHHHHlHBHBllHBKSI 

\AJte4-HEALTH 

We  5 - COMM  UNIT  Y«JD  SOCIAL  SEHMCES 


\tote6-PUBUC  SAF6TY 


\tote  7 • SPORT  ANO  R6CREAT ION 


Vatea-ROAOTRAWSPORT 


Table  43  MBRR  SA27  - Budgeted  monthly  revenue  and  expenditure  (standard 
classification) 


Table  44  MBRR  SA28  - Budgeted  monthly  capital  expenditure  (municipal  vote) 

NC073  Emthanjent  * Supporting  Table  SA28  Budgeted  monthly  capital  expenditure  (municipal  vote) 


Description 

R thousand 


Capital  muiu-year  expenditure  sub-total 


tote  1 - BtECUTIVE  AND  C0UNC1L 
\fete  2 • FINANCE  AND  ADMINIST  RAT I0N 
Vble  3 - PLANNING  AND  DEVELOPMENT 
\fate4  -HEALTH 

Vbto  S'COMMUNITYAND  SOCIAL  SERVICES 
Mote6-PUBLIC  SAFETY 
\fote  7 - SPORT  AND  RECREATION 
\tote  fl  * ROAD  T RANSPORT 
Vbte9-OTHER 
\A)te  10-  HOUStNG  SERVICES 
Mate  1 1 - WASTE  MANAGEMENT 
Vbb  12 . WASTE  WATER  MANA6EMENT 
Mote  13  - ELECT  RICtT  Y 
Vote  14-WATER 
Vote15.[NAMEOFVOTE15j 
Capital  single-year  expendlture  sub-total 


Total  Capltal  Expenditure 


BudgetYear  2016/17 

July  August  SepL  October  Nov,  Dec.  January  Feb.  March  April  May 


18  - - 26  59  - - : - 13 

350  79  14  650  - 70  115  352  106 


- 100 
10  - 11 

2 - 2 

- 1 178  - 


43  - 3 

- 1265  - 


5 - 10  - 

190  42  56  - 41  34 

1040  274  214  1 340  - 566 

214  3166  - - 2266  - 


59 

2 35 

10  - 


14  - 

406  - 170 

- 1 687  - 

1 236  - 732 


Budget 
Year 

1 2016/17 1 2017/10 1 2018/19 


137  147  157 

1 735  1899  3133 

13  22 

28  296  284  469 

63  98  162 

5 75  65  68 

- 4 200  14  404  15239 


29  34  56 

981  145  300 

- 5 400  2 815 

209  7 822  500 


698 


698  1791 


1456  5033 


Table  45  MBRR  SA29  - Budgeted  monthly  capital  expenditure  (standard  classification) 


20  739  20  405  22006 


Table  46  MBRR  SA30  - Budgeted  monthly  cash  flow 


Budget  Budgtt  Budget 

Octobtr  Novembtr  December  Jenuiry  Februery  Mirch  April  May  June  Yeir  Year+1  Yeir+2 

2016/17  2017/16  2016/19 


Cath  Receiptt  By  Sourct 


ProperTyrates 


Property  raJes  • penaltes  6 collection  charges 


Seruce  cnarges  ■ water  reuenue 


Servicecharges*  sanitabon  revenue 


Servtce  charges  * refuse  revenue 


SeiMce  charges  * olher 


Rental  of  faciltlies  and  equipment 


Inlenest  eamed  * eriemal  investnents 


Interest  eamed  • outstandmg  debtors 


Dtudends  mceived 


Agencyseivices 


T ranster  recerpts  * cperatonal 


Olherrevenue 


Caih  Rectipts  by  Sourct 


Othtr  Cath  Flowi  by  Sourct 


I ransler  leceipts  • capital 


Contnbubons  recognised  >cap<tal  & Contnbu 


Proceeds  on  disposal  olPPE 


Shoitterm  ioans 


Borrowing  long  teim/mfirtancing 


Inc  rease  (dec  rease)  mconsumerdeposits 


gHt#iimr>i«Tii-t*^gmTl»ITTIlMgTTTTlgTIITlMT177lffTTTTlgTTOlgTTFllgy¥TTlff^TT71gTTITTlffTTITTll 


Decrease(lncrease)innon‘Cunentdebbois 

Decrease  (increase)  olher  non-cunent  receiva 

Decrease  (increase)  in  non-curTent  investmen( 

ToUI  Ctth  RecetpU  by  Sourct 

Et.i^wtiTriiTi[<yigFrryi»iTrri»ffP7igiiFTiMTFiiKnTiiTiraKTirriKTTOigTrTniPTTfTigTTTni| 


Remurwafon  olcounciUors 


Finance  chaiges 


Butk  purchases  * Efectncrfy 


Bulk  purchases  * Water  & Sewer 


Othermatenals 


Contracted  services 


T ransieis  and  grants  • other  municipatitres 


T ransters  and  grants  • other 


Otherexpendituje 


Capitai  assets 


Repaymenl  of  borrowing 


Other  Cash  Flowsraynents 


Total  Cath  PiymtnU  by  Typt 


IKET  INCREASEflDECREASE)  tN  CASH  HELD 


2.9.8  Annual  budgets  and  SDBIPs  - internal  departments 


2.9.8.1  Water  Services  Department  - Vote  14 

The  department  is  primarily  responsible  for  the  distribution  of  potable  water  within  the 
municipal  boundary,  which  includes  the  purification  of  raw  water,  maintenance  of  the 
reticulation  network  and  implementation  of  the  departmental  capital  programme. 


There  are  currently  no  unfilled  positions  in  the  top  management  structure  of  the  Water  Services 
Department.  The  top  management  structure  consists  of  the  Director  of  Infrastructural  and 
Mousing  Services,  three  Managers  who  report  directly  to  him. 

The  departmental  strategy  is  ensuring  the  economic  value  and  useful  life  of  the  water 
reticulation  network  and  infrastructure  is  maintained.  The  departmental  revenue  base  is 
primarily  informed  by  the  sale  of  water  of  which  budget  appropriation  for  the  2016/17  financial 
year  is  and  has  been  informed  by  a collection  rate  of  92  per  cent  and  distribution  losses  of  12 
per  cent. 


The  establishment  of  a water  demand  management  unit  has  proven  to  be  extremely  successful 
with  the  reduction  of  distribution  losses  by  2.6  per  cent  for  the  2015/16  financial  year.  The 
further  expansion  of  this  unit  will  inevitably  result  in  the  further  lowering  of  the  distribution 
losses,  thus  paying  for  the  unit  itself  and  effecting  additional  savings  for  the  municipality. 


2.10  Contracts  having  future  budgetary  implications 

In  terms  of  the  Municipality’s  Supply  Chain  Management  Policy,  no  contracts  are  awarded 
beyond  the  medium-term  revenue  and  expenditure  framework  (three  years).  In  ensuring 
adherence  to  this  contractual  time  frame  limitation,  all  reports  submitted  to  either  the  Bid 
Evaluation  and  Adjudication  Committees  must  obtain  formal  financial  comments  from  the 
Financial  Management  Division  of  the  Treasury  Department. 


2.11  Capital  expenditure  details 

The  following  three  table’s  present  details  of  the  Municipality’s  capital  expenditure  programme, 
firstly  on  new  assets,  then  the  renewal  of  assets  and  daftly  on  the  repair  and  maintenance  of 
assets. 


Table  47  MBRR  SA  34a  - Capital  expenditure  on  new  assets  by  asset  class 


NC073  Emthanjeni  - Supporting  Table  SA34a  Capital  expenditure  on  newassets  by  assetclass 


Description 


R thousand 


2012/13 

2013/14 

Audited 

Outcome 

Audited 

Outcome 

CurrentYear  201 5/16 


Adjusted 

Budget 


Capital  expenditure  on  newassets  by  AssetClass/Sub-class 


Infrastructure 


(nfrastructure  - Road  transport 


Roads,  Pavements  & Bridges 


Storm  water 


Infrastructure  - Electricity 


Generation 


Transmission  & Reticutation 


Infrastructure  - Water 


Reticutation 


Infrastructure  - Sanitation 


Sewragepuritication 


Infrastructure  - Other 


Communi 


Heritage  assets 


Investment  properties 


Otherassets 


General  vehicles 


Specialised  vehtcles 


Plant  & equipment 


Computers  - hardware/equipment 


Fumiture  and  other  office  equipment 


Abattoirs 


Markets 


Civic  Land  and  Buildings 


Other  Buildings 


OtherLand 


Surplus  Assets  - (Investment  or  Inventory) 


Other 


Agricultural  assets 


Bioloqical  assets 


Intangibles 


Total  Capital  Expendlture  on  newassets 


2016/17  MediumTerm 


2017/18 


55  958 

12  791 

12791 

8500 

8 500 

8500 

8 500 

8500 

8500 

1500 

1500 

1500 

4 800 

3965 

1000 

8284 

12  299 

13  833 

55  958 

12791 

12791 

Table  48  MBRR  SA34b  - Capital  expenditure  on  the  renewal  of  existing  assets  by  asset  class 


NC073  Emthanjeni  - Supporting  Table  SA34b  Capital  expenditureon  the  renewal  of  existing  assets  by  assetclass 


Description  |Ref  2012/13  2013/14  2014/15  CurrentYear  2015/1 6 2016/17  Medium  Term 


1 

Audited 

Audited 

Audited 

Original 

Outcome 

Outcome 

Outcome 

Budget 

Budget  Forecast 


Budget  Budget  Budget 
Year  Year+1  Year+2 
2016/17  2017/18  2018/19 


761 

4640 

412 

611 

412 

611 

17 

406 

652 

1312 

652 

1312 

|Capital  expendlture  on  renewal  of  existing  assets  by  AssetClass/Sub-class 


linfrastructure 


Infraslruclure  - Road  transport 


Roaas,  Pavements  & Bndges 


Infrastructure  - Electricity 


Transmission  & Reticutation 


Infrastruclure- Water 


Water  puriHcation 


Reticuiation 


fnfrastructure  - Sanitation 


Sewerage  purincation 


Infrastructure  - Ottier 


Waste  Management 


Communi 


Parks&gardens 


Sportsnelds  & stadia 


Swimming  pools 


Communityhalls 


Libraries 


Recreational  facilities 


Fire,  safety  & emergency 


Securityand  policing 


ɓuses 


Clinics 


Museums  & Art  Galferies 


Cemeteries 


Other 


Heritage  assets 


Investment  properties 


Other  assets 


General  vehicles 


Specialised  vehicles 


Plant  & equipment 


Computers  - hardware/equipment 


Fumiture  and  other  office  equipment 


Abattoirs 


Markets 


Ciwc  Land  and  ɓuildings 


Other  ɓutldings 


Other  Land 


Surplus  Assets  - (Investment  or  imentory) 


Other 


Agricultural  assets 

Biological  assets 

Intangibles 


Computers  - software  & programming 


Other  (listsub-class) 


Total  Capital  Expenditure  on  renej  1 


Speciafised  vehicles 


Refuse 


62  | 

93 

“ 62] 

93 

- 

220| 

15 

300 

- 

220 

15 

300 

32  | 

34 

56 

31] 

32 

34 

56 

353 

353 

353  j 

322 

332 

509 

22 

22 

22  | 

25 

25 

30 

39 

39 

39| 

45 

40 

38 

260 

260 

260  | 

220 

31 

31  1 

31 

32 

34 

56 

1 913  19681  2 3111  3704 


16 1 645 


339 


845 

473 

517 

754 

339 

200 

212 

341 

189 

226 

240 

396 

540 

333 

353 

582 

735  989  M 631 


8B4 

884 

884 

684 

884 

884 

362  11  386  I 6 331  I 6 331  | 6 747  | 7 792  I 8888 


Table  49  MBRR  SA34c  - Repairs  and  maintenance  expenditure  by  asset  class 


NC073  Emthanjeni  * Supporting  Table  SA34c  Repairs  and  maintenance  expenditure  by  assetclass 


Description 


Repairs  and  maintenance  expenditure  by  AssetCIass/Sub-class 


2012/13 

2013/14 

2014/15 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

CurrentYear  2015/16 


2016/17  MediumTerm 


Budget 

Year+2 


Infrastructure 


nfrastructure  • Road  transport 


Roads,  Pavements  & Bridges 


Storm  water 


Infrastructure  - Electricity 


Generation 


Transmission  £ Reticulation 


Streetiighting 


Infrastructure  - Water 


Dams  & Reservoirs 


Waterpurification 


Reticuiation 


Infrastructure  • Sanitation 


Reticutation 


Sewerage  purification 


Infrastructure- Ottier 


Waste  Management 


Other 


ParKs  & gardens 


Sportsfields  & stadia 


Swimming  pools 


Communityhalls 


Libraries 


Recreational  facilities 


Fire(safety&emergency 


Securityand  policing 


Cemeteries 


Social  rental  housing 


Other 


Heritage  assets 


Investment  properties 


Other 


Other  assets 


General  vehicles 


Specialised  vehicles 


Plant  & equipment 


Computers  - hardware/equipment 


Fumiture  and  otherofficeequipment 


Abattoirs 


Markets 


Civic  Land  and  Buildlngs 


Other  Buildings 


Other  Land 


Surplus  Assets  • (Inwstment  or  Inventory) 


Other 


Agricultural  assets 


Biological  assets 


Intangibles 


Computers  - software  & programming 


Total  Repairs  and  Maintenance  Expenditure 


Specialised  vehicles 


5143 

5143 

5143 

3 470 

3 785 

1 6151 

616 

616 

616 

628 

562 

1099 

322 

322 

322 

329 

259 

575 

294 

294 

294 

300 

304 

524 

1342 

1342 

1342 

1545 

1848 

2783 

995 

995 

995 

1067 

1362 

2153 

347 

347 

347 

478 

486 

631 

1 145 

1 145 

1145 

1231 

1304 

2152 

382 

382 

382 

200 

212 

350 

1975 

1975 

1975 

1975 

1975 

1975 

3 098 

3 098 

3 098 

19 

19 

19 

47 

47 

47 

603 

603 

603 

692 

692 

692 

47 

47 

47 

2037  2302  4263 


127 

257 

227 

373 

1612 

1612 

1612 

1918 

1946 

3 549 

1626 

1509 

3 071 

79 

79 

79 

4767  7 068  7 068  7 068 


2189  3 731  3731 


9 740  I 11  202  18005 


5390  6864  11  888 


774 

774 

774 

963 

1 074  | 

1260 

360 

380 

380 

624 

633j 

770 

631  | 

631 

631 

891 

965! 

999 

1436 

1436 

1436 

1697| 

1 571 

2584 

640 

1308 

640 

1308 

11215 

16618 

1308 

1523 

1308 

1523 

16  618 

16771 

2.12  Legislation  compliance  status 


Compliance  with  the  MFMA  implementation  requirements  have  been  substantially  adhered  to 
through  the  following  activities: 

1.  In  year  reporting 

Reporting  to  National  Treasury  in  electronic  format  was  fully  complied  with  on  a monthly 
basis.  Section  71  reporting  to  the  Executive  Mayor  (within  10  working  days)  has 
progressively  improved  and  includes  monthly  published  financial  performance  on  the 
Municipality’s  website. 

2.  Internship  programme 

The  Municipality  is  participating  in  the  Municipal  Financial  Management  Internship 
programme  and  has  employed  five  interns  undergoing  training  in  various  divisions  of  the 
Financial  Services  Department.  Three  interns  have  been  appointed,  recruitment  process 
have  commenced  for  the  appointment  of  another  three.  Since  the  introduction  of  the 
Internship  programme  the  Municipality  has  successfully  employed  3 interns  and  trained  5 
interns  through  this  programme. 

3.  Budget  and  Treasury  Office 

The  Budget  and  Treasury  Office  has  been  established  in  accordance  with  the  MFMA. 

4.  Audit  Committee 

An  Audit  Committee  has  been  established  and  is  fully  functional.  Capacitation  training  will 
be  provided  to  Audit  Committee  members. 

5.  Service  Delivery  and  Implementation  Plan 

The  detail  SDBIP  document  is  at  a FINAL  stage  and  will  be  finalised  after  approval  of  the 
2016/17  MTREF  in  June  2016  directly  aligned  and  informed  by  the  2016/17  MTREF. 

6.  Annual  Report 

Annual  report  is  compiled  in  terms  of  the  MFMA  and  National  Treasury  requirements. 

7.  MFMATraining 

The  MFMA  training  module  in  electronic  format  is  presented  at  the  Municipality’s  internal 
centre  and  training  is  ongoing. 

8.  Policies 

An  amendment  of  the  Municipal  Property  Rates  Regulations  as  published  in  Government 
Notice  363  of  27  March  2009,  was  announced  in  Government  Gazette  33016  on  12  March 
2010.  The  ratios  as  prescribed  in  the  Regulations  have  been  complied  with. 


I 


2.13  Other  supporting  documents 

Table  50  MBRR  Table  SA1  - Supporting  detail  to  budgeted  financial  performance 


INCQ73  Emthanjeni  -Table  A1  Budget  Summary 


Descrlptlon 


Rthousands 


Financlal  Performance 


Piopertyrates 


Servtce  charges 


Inwstmenl  rewnue 


T ransfers  recognised  * operational 


Olherown  re«nue 


Emplojee  cosls 


Remuneration  of  councillors 


Depreciation  & assel  impairment 


Financecharges 


Materials  and  bulh  purchases 


T ransfe  and  grants 


Olherexpendilure 


Total  Btpenditure 


Surplus/(Deficlt) 


T ransfers  recognised  • capital 


Contiibulions  recognised  - capital  & contributed  assets 


urplus/(Deficit)  after  capital  transfers  & 
contributions 


Share  of  suiplus/  (deficit)  of  associate 

Surplus/(pefictt)  for  theyear 

Capitat  eraendlture  & funds  sources 

Capital  expenditure 

T ransfers  recognised  • capital 

Public  contnbutions  & donations 

Bonowing 


Inlematlygenerated  funds 


Total  sources  of  capital  funds 


Financial  position 


Totalcurrentassets 


Total  noncurrentassets 


Total  currenlliabililies 


T otal  non  current  tiabilities 


Communitywealth/Equity 


Cash  flows 


Net  cash  from  (used)  operating 


Net  cash  from  (used)  Investing 


Net  cash  from  (used)  financing 


BDEBBISD 


Cash  bachlnq/surplus  reconclliatton 


2012/13  2013/14  2014/15 


Audlted  Audtted  Audlted  Or 
Outcome  Outcome  Outcome  Bi 


CurrentYear  2015/16 


Adjusted 

Full  Year 

Budget 

Forecast 

2016/17  Medlum  Term  Revenue 
& Expendlture  Framework 


Budget  Budget 
Year  Year+1 
2016/17  2017/18  I 2018/19 


66664  66  804 


4 126  4560 


61  386  9246 


1 337  2556 


225  12938 


66235  63028 


256  437  220  896 


(63764)  (9199) 


14  694  56  565 


27  503 

27  503 

27  503 

30665 

30915 

51  010 

103111 

103111 

103111 

106383 

111562 

184077 

715 

715 

715 

806 

854 

1409 

40601 

40601 

40601 

41210 

41753 

47  657 

35568 

35560 

35568 

30515 

39603 

64861 

207497 

207497 

207497 

217  580 

224667 

349014 

66  804 

66804 

66804 

69838 

74421 

79869 

4 580 

4 580 

4 580 

5046 

5122 

5481 

9248 

9 248 

9240 

7337 

10173 

16775 

3556 

3556 

3556 

5468 

6143 

9731 

69713 

69713 

69713 

73894 

79698 

131 348 

61228  94985 


236785  338188 


(12090)  10827 


14342  13798 


(42  686)  (70  534)  (49  091)  47  366  1 5 031  | 5 0311  5 031  ) 16218  1 2 244  1 24  625 


(42  686)|  (70534)|  (49091)|  47366 1 5031  5031  5031  16218  2244  24625 


13721|  21552 


12139  15313 


1 582  6 239 


13721  21  552 


139  835  121  847 


976  0S7  932000 


40  848  4 2 302 


52267  52911 


1022787  95B633 


16875|  12659 


Assetmanagement 


Assel  register  summary  (WDV) 


Deprectation  & asset  impairment 


Renewal  of  Extsbng  Assets 


Repairs  and  Mainlenance 


Free  services 


Coslof  Free  Basic  Senices  provided 


Rerenue  costoffree  seruces  prouded 


Households  bdow  mlnimum  service  level 


Waler 


Sanitation/sewerage: 


Energ/ 


Reftise: 


975  957  1 931  972 


5437  9253 


14  194  67  344  19  121  19  121  | 19121  1 20739 1 204051  22006 


13833  55958  12791  12791  12791  13905  13711  13118 


5046 


362  6341  6331  | 63311  6331]  6834 1 66941  6688 


14  194  67  344  19  121  19  121  19  121  20  739  20  405  22  006 


125401  109842  99318  99318  99318  110700  112071  110653 


083  982  944  097  946  097  946  897  946  897  937  687  940  181  943  923 


45643  33313  33327  33327  33327  31  639  31  717  32018 


54  198  67  490  63  471  63  471  63  471  36  071  37  737  38  544 


909  543  953  136  949  417  949  417  949  417  980  677  902  798  984  014 


14  269 

55260 

25550 

25  550 

25550 

23890 

19204 

22582 

(13008) 

(59374) 

(18967) 

(18967) 

(18967) 

(20610) 

(20266) 

(21  858) 

(2  777) 

1096 

(694) 

(894) 

1894) 

1590) 

90 

71 

(1  283) 

606 

4407 

4407 

4407 

1706 

734 

1529 

Cash  and  Inwstments  avaifable 

10654 

254 

(1  257) 

11503 

4407 

4407 

4407 

1734 

763 

1558 

Appltcabon  of  cash  and  investments 

(21 650) 

(10300) 

(11391) 

(11624) 

(11 666) 

(11666) 

(11  666) 

(12363) 

(12356) 

(4752) 

Balance  - surplus  (shortfall) 

32  304 

10554 

10134 

23127 

16073 

16073 

16073 

14097 

13121 

6311 

883952 

935454 

935454 

935454 

937575 

937575 

940067 

943807 

61  386 

9248 

9248 

9248 

7337 

7337 

10173 

16775 

362 

11386 

6331 

6331 

6331 

6747 

7792 

8888 

11215 

16610 

16618 

16618 

16771 

16771 

18864 

30971 

7858 

7858 

9255 

15270 

11712 

11712 

10951 

17365 

Table  51  MBRR  Table  SA2  - Matrix  financial  performance  budget  (revenue 
source/expenditure  type  and  department) 


Table  52  MBRR  Table  SA3  - Supporting  detail  to  Statement  of  Financial  Position 


NC073  Emthanjeni  -Supportlng  Table  SA3  Supportinging  detall  to  Ɓudgeted  Flnancial  PosWon* 


EE2IEIEi3l 


CurrentYear  2015/16 


Adjusted  Full  Year  Pre*audit 
Budget  Forecast  outcome 


2016/17  Medlum  Term  Revenue  & 


Budget 
Year 

2016>17  I 2017(16  I 2018(19 


R thousand 


ASSETS 


Call  investmentdeposits 


Call  deposits<90days 


Other  current  in«stments  > 90  days 

Total  Call  investment  deposits 

10075 

9739 

9 343 

10075 

9739 

9 343 

Consumer  debtors 


Total  Consumer  debtors 


Debt  Impairment  provision 


ɓalance  at  the  beginning  of  the  year 


Conlribulions  to  Ihe  provision 


Baddebts  written  off 


Balance  atendofyear 


lLTTTT.!Timmmi||.|„M,H^^ 


32013 

32013 

32013 

32013 

33943 

34092 

(11429) 

(13  541) 

(13  541) 

(13  541) 

(11  119) 

(11  786) 

20  584 

18472 

18472 

18472 

22824 

22305 

970415 

923699 

35712 

970415 

923699 

35712 

21121 

2112 

2112 

11429 

11429 

11429 

PPE  at  costA/aluation  (excl.  finance  teases) 

1039690 

991  798 

940098 

1 014  178 

1 014  178 

Leases  recognised  as  PPE 


Less-  A:cumu!ated  deoreciation 


T otal  Property,  plant  and  equ  Ipment  (P 


LIABILITIES 


Current  liabilitles  * Borrown 


Shorl  lerm  loans  (other  Ihan  bank  owrdrall) 


Current  porton  of  long*term  trabiUties 


ITotal  Current  ttabllltJes  - Borrowing 


lur.mi.M.Dium1 


1 025851  | 1 038511 


84141 

84141 

84141 

93  738 

103911 

120686 

930037 

930037 

930037 

932114 

934601 

938325 

2485|  2758  2478  3003  3003  3003  3003 


2485  2756  2476  3003  3003  3003  3003  688 


Tradeandolhercreditors 


Unspent  conditional  Iransfers 


VAT 


T otal  T rade  and  other  payables 


Non  current  llabtlltles  > Borrowln 


Borrowmg 


Finance  leases  (tncluding  PPP  asset  elemenl) 


Total  Non  current  llabllities  > Borrowing 


IProvislons  > non<current 


Retirementbenefits 


L/'s/  othermajorprvvisiori  items 


Refuse  landfill  site  rehabilitation 


Other 


Total  Provisions-non-current 


CHANGES IN  NETASSETS 


Accumulated  Surplus/fDenclt 


ftxumulaled  Surplus^Deficit)  - opening  balan^  1 022  787 


GRAPadjustments 


Restaled  balance 


22381 

15283 

3 761 

1470 

28680|  242051  26 142  | 16  752  | 15283  | 15283  1 15283  | 16352  | 16 199  | 17333 


60081  32311  37747|  14  777  1 2348  2348  2348 


6008|  32311  37747|  14  777  1 2 348  1 2 348  1 2 348 


46259  49660 


52 


52661 

52661  | 

52661 

26321 

46259 

49680 

16451 

52713 

52 

52 

78 

8410 

8410 

9672 

61 123 

61123 

36071 

962384 

962384 

962384 

949417 

978588 

982  298 

Surplus^Deficil) 

typropriations  to  Reserves 

962384 

962384 

962304 

962  384 

949  417 

970588 

982  298 

47366 

5 031 

5031 

5031 

16218 

2244 

24  625 

T ransfers  from  Reserves 


Depreciation  oflsets 


Otheradjuslments 


Accumulated  Surplus/fDeficit) 


Reserves 


Total  Reserves 


TOTALCOMMUNITYWEALTH/EQUITY  2 | 1 022767  | 958633 


1022787 


9240 

9248  | 

9248 

9248 

(65863) 

MflftKBI 

(27  247) 

(27247) 

953136 

1 949  4171 

949  417 

949  417 

984014 


953136 

949  417 

949  417 

949  417 

980677 

Table  53  MBRR  Table  SA9  - Social,  economic  and  demographic  statistics  and  assumptions 


ortlna  tilila  SMS 


hlc  iiBlltilct  ontl  ntuihiiiltinB 


iTrfUipttnnl 
lnbrtnti  imbmtnl 
tnvt+nlinitttt 
tri^imnl  dnltlorB 
Hnvnlmn  loMiii|)ntiC/ 


2.14  Municipal  Manager  Quality  Certificate 


I ..Uft.frr.....  .|i t/. v.v..v/a\/..,  municipal  manager  of  Emthanjeni  Municipality,  hereby  certify 
thtffthe  annual  budget  and  supporting  documentation  have  been  prepared  in  accordance  with 
the  Municipal  Finance  Management  Act  and  the  regulations  made  under  the  Act,  and  that  the 
annual  budget  and  supporting  documents  are  consistent  with  the  Integrated  Development  Plan 
of  the  municipality. 


Print  Name 


mll 


Municipal  manager  i 


tanjeni  Municjpatity  (NC073) 


Signature 
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